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PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


WEDNESDAY,  MAECH  1,  1967 

House  of  Representatives, 
Committee  ox  Ways  and  Means, 

Washington.  D.C. 
The  committee  met,  pursuant  to  notice  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills 
(chairman  of  the  committee)  presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
Today  we  begin  public  hearings  on  the  President's  proposed  amend- 
ments to  the  Social  Security  Act.    A  number  of  recommenda- 
tions were  made  by  the  President  in  his  special  message  on  older 
Americans  which  came  to  the  Congress  on  January  23  and  in  addition 
certain  further  recommendations  were  contained  in  his  message  on 
American  children  and  youth,  which  came  to  the  Congress  on  Febru- 

arF8: 

Without  objection  these  two  messages  will  be  included  in  the  record 
at  this  point. 

(The  messages  (H.  Doc.  -iO  and  H.  Doc.  54)  follow :) 
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AID  FOR  THE  AGED 


MESSAGE 

FROM 

THE  PRESIDENT  0E  THE  UNITED  STATES 

TRANSMITTING 

A  REVIEW  OF  MEASURES  TAKEN  TO-AID  THE  OLDER  AMERICANS 
AND  RECOMMENDATIONS  FOR  LEGISLATION  TO  PROVIDE 
FURTHER  AID 


January  23,  1967. — Referred  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


To  the  Congress  oj  the  United  States: 

America  is  a  young  nation.  But  each  year  a  larger  proportion  of 
our  population  joins  the  ranks  of  the  senior  citizens.  Today,  over 
19  million  Americans  are  65  or  older — a  number  equal  to  the  combined 
populations  of  20  States.  One  out  of  every  10  citizens  is  in  this  age 
group — more  than  twice  as  many  as  a  half  century  ago. 

These  figures  represent  a  national  triumph.  The  American  born 
in  1900  could  expect  to  reach  his  47th  birthday.  The  American 
born  today  has  a  life  expectancy  of  70  years.  Tomorrow,  the  miracles 
of  man's  knowledge  will  stretch  the  lifespan  even  farther. 

These  figures  also  represent  a  national  challenge.  One  of  the  tests 
of  a  great  civilization  is  the  compassion  and  respect  shown  to  its 
elders.  Too  many  of  our  senior  citizens  have  been  left  behind  by 
the  progress  they  worked  most  of  their  lives  to  create.  Too  often 
the  wisdom  and  experience  of  our  senior  citizens  is  lost  or  ignored. 
Many  who  are  able  and  willing  to  work  suffer  the  bitter  rebuff  of 
arbitrary  and  unjust  job  discrimination. 

In  this  busy  and  productive  Nation,  the  elderly  are  too  frequently 
destined  to  lead  empty,  neglected  lives: 

5.3  million  older  Americans  have  yearly  incomes  below  the 
poverty  level. 

Only  one  out  of  five  has  a  job,  often  at  low  wages. 
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Over  2  million  elderly  citizens  are  on  welfare. 
Nearly  40  percent  of  our  single  older  citizens  have  total  assets 
of  less  than  $1,000. 
Countless  numbers  dwell  in  city  and  rural  slums,  lonely  and  for- 
gotten, isolated  from  the  invigorating  spirit  of  the  American  com- 
munity.   They  suffer  a  disproportionate  burden  of  bad  housing, 
poor  health  facilities,  inferior  recreation  and  rehabilitation  services. 

The  Federal  Role 

The  historic  Social  Security  Act  of  1935,  sponsored  by  that  great 
President,  Franklin  D.  Roosevelt,  first  proclaimed  a  Federal  role  in 
the  task  of  creating  a  life  of  dignity  for  the  older  American.  By 
1951,  the  number  of  our  senior  citizens  who  had  earned  and  received 
social  security  benefits  exceeded  the  number  on  public  welfare.  Today, 
more  than  15  million  Americans  over  65  draw  social  security,  while 
only  2  million  remain  on  the  welfare  rolls. 

We  in  the  executive  branch  and  you  in  the  Congress  have  extended 
the  Federal  role  in  other  ways: 

The  last  eight  Housing  Acts  contain  special  public  housing 
provisions  for  the  elderly  and  special  assistance  for  them  when 
they  rent,  buy,  or  modernize  their  own  homes. 

The  Hill-Burton  hospital  program  seeks  to  expand  and  im- 
prove nursing  homes  and  other  long-term  care  facilities. 

Public  welfare  provides  programs  to  help  restore  older  people 
to  self-support  and  self-care. 

The  manpower  development  and  training  programs  direct 
special  efforts  at  the  problems  of  the  middle-aged  and  older 
Americans. 

The  National  Institutes  of  Health  have  established  programs 
of  research  on  aging. 
In  1965,  the  Congress  enacted  and  I  signed  into  law  two  landmark 
measures  for  older  Americans: 

Medicare,  to  ease  the  burden  of  hospital  and  doctor  bills. 
The  Older  Americans  Act,  to  develop  community  services  to 
put  more  meaning  into  the  lives  of  the  senior  citizens. 
When  he  signed  the  1935  Social  Security  Act,  President  Franklin 
Roosevelt  said,  "This  law  *  *  *  represents  a  cornerstone  in  a  struc- 
ture which  is  being  built  but  is  by  no  means  complete."  President 
Truman  in  1950  and  President  Kennedy  in  1961  proposed  and  the 
Congress  passed  legislation  to  improve  the  social  security  system. 

The  time  has  come  to  build  on  the  solid  foundations  provided  by 
the  work  of  Congress  and  the  executive  branch  over  the  last  three 
decades.  Last  summer,  I  declared  a  Bill  of  Rights  for  Older  Ameri- 
cans— to  fix  as  our  Nation's  goal  an  adequate  income,  a  decent  home, 
and  a  meaningful  retirement  for  each  senior  citizen. 

Now  we  must  take  steps  to  move  closer  toward  that  goal. 
Let  us  raise  social  security  benefits  to  a  level  which  will  better  meet 
today's  needs. 

Let  us  improve  and  extend  the  health  care  available  to  the  elderly. 
Let  us  attack  the  roots  of  unjust  job  discrimination. 
Let  us  renew  and  expand  our  programs  to  help  bring  fulfillment  and 
meaning  to  retirement  years. 
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Towakp  an  Adequate  Income 

Social  security  benefits  today  are  grossly  inadequate. 

Almost  2%  million  individuals  receive  benefits  based  on  the  mini- 
mum of  $44  a  month.    The  average  monthly  benefit  is  only  $84. 

Although  social  security  benefits  keep  5^  million  aged  persons  above 
the  poverty  line,  more  than  5  million  still  live  in  poverty. 

A  great  nation  cannot  tolerate  these  conditions.  I  propose  social 
security  legislation  which  will  bring  the  greatest  improvement  in 
living  standards  for  the  elderly  since  the  act  was  passed  in  1935. 

I  recommend  effective  July  1,  1967: 

1.  A  20-percent  overall  increase  in  social  security  payments. 

2.  An  increase  of  59  percent  for  the  2.5  million  people  now  receiv- 
ing minimum  benefits — to  $70  for  an  individual  and  $105  for  a 
married  couple. 

3.  An  increase  of  at  least  15  percent  for  the  remaining  20.5  million 
beneficiaries. 

4.  An  increase  to  $150  in  the  monthly  minimum  benefit  for  a 
retired  couple  with  25  years  of  coverage — to  $100  a  month  for  an 
individual. 

5.  An  increase  in  the  special  benefits  paid  to  more  than  900,000 
persons  72  or  over,  who  have  made  little  or  no  social  security  contri- 
bution— -from  $85  to  $50  monthly  for  an  individual;  from  $52.50  to 
$75  for  a  couple. 

6.  Special  benefits  for  an  additional  200,000  persons  72  or  over, 
who  have  never  received  benefits  before. 

During  the  first  year,  additional  payments  would  total  $4.1  billion — 
almost  five  times  greater  than  the  major  increase  enacted  in  1950, 
almost  six  times  greater  than  the  increase  of  1961.  These  proposals 
will  take  1.4  million  Americans  out  of  poverty  this  year — a  major 
step  toward  our  goal  that  every  elderly  citizen  have  an  adequate 
income  and  a  meaningful  retirement. 

The  time  has  also  come  to  make  other  improvements  in  the  act. 

The  present  social  security  system  leaves  70,000  severely  disabled 
widows  under  age  62  without  protection. 

The  limits  on  the  income  that  retired  workers  can  earn  and  still 
receive  benefits  are  so  low  that  they  discourage  those  who  are  able 
and  willing  to  work  from  seeking  jobs. 

Some  farmworkers  qualify  for  only  minimum  social  security  bene- 
fits. Others  fail  to  qualify  at  all.  As  a  result,  many  farmworkers 
must  go  on  the  welfare  rolls  in  their  old  age. 

Federal  employees  in  the  civil  service  and  Foreign  Service  retire- 
ment systems  are  now  excluded  from  social  security  coverage.  Those 
having  less  than  5  years'  service  receive  no  benefits  if  they  die,  become 
disabled,  or  leave  Federal  employment.  Those  who  leave  after 
longer  service  lose  survivor  and  disability  protection. 

I  propose  legislation  to  eliminate  these  inequities  and  close  these 
loopholes. 

/  recommend  that — 

Social  security  benefits  be  extended  to  severely  disabled  widows 
under  62. 

The  earnings  exemption  be  increased  by  12  percent,  from  $125 
to  $140  a  month,  from  $1,500  to  $1,680  a  year. 

The  amount  above  $1,680  a  year  up  to  which  a  beneficiary  can 
retain  $1  in  payments  for  each  $2  in  earnings  be  increased  from 
$2,700  to  $2,880. 

3 


6 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


One-half  million  additional  farmworkers  be  given  social  security 
coverage. 

Federal  service  be  applied  as  social  security  credit  for  those 
employees  who  are  not  eligible  for  civil  service  benefits  when  they 
retire,  become  disabled,  or  die. 
Social  security  financing  must  continue  on  an  actuarially  sound 
basis.    This  will  require  future  adjustments  both  in  the  amount  of 
annual  earnings  credited  toward  benefits  and  in.  the  contribution 
rate  of  employers  and  employees. 
/  recommend — 

A  three-step  increase  in  the  amount  of  annual  earnings  credited 
toward  benefits— to  $7,800  in  1968;  to  $9,000  in  1971;  and  to 
$10,800  in  1971 

That  the  scheduled  rate  increase  to  4-4  percent  in  1969  be  revised 
to  4.5  percent;  and  that  the  increase  to  4.85  percent  in  1973  be 
revised  to  5  percent. 

Public  Assistance 

Despite  these  improvements  in  social  security,  many  elderly  Ameri- 
cans will  continue  to  depend  on  public  assistance  payments  for  the 
essentials  of  life.  Yet  these  welfare  programs  are  far  behind  the 
times.  While  many  States  have  recently  improved  their  eligibility 
standards  for  medical  assistance,  their  regular  welfare  standards  are 
woefully  inadequate. 

In  nine  States,  the  average  amounts  paid  for  old-age  assistance  are 
as  low  as  $50  a  month,  or  less. 

Twenty-seven  States  do  not  even  meet  their  own  minimum  stand- 
ards for  welfare  payments. 

The  Federal  Old-Age  Assistance  Act  allows  the  States  to  provide 
special  incentives  to  encourage  older  persons  on  welfare  to  seek  em- 
ployment. But  almost  half  the  States  have  not  taken  advantage  of 
this  provision. 

To  make  vitally  needed  changes  in  public  assistance  laws,  I  recommend 
legislation  to  provide  that — 

State  welfare  agencies  be  required  to  raise  cash  payments  to  wel- 
fare recipients  to  the  level  the  State  itself  sets  as  the  minimum  for 
subsistence; 

State  agencies  be  required  to  bring  these  minimum  standards  up 
to  date  annually; 

Each  State  maintain  its  welfare  subsistence  standards  at  not  less 
than  two-thirds  the  level  set  for  medical  assistance; 

State  welfare  programs  be  required  to  establish  a  work-incentive 
provision  for  old-age  assistance  recipients. 

Tax  Reform  for  Senior  Citizens 

Our  Federal  income  tax  laws  today  unfairly  discriminate  against 
older  taxpayers  with  low  incomes  who  continue  to  work  after  65. 
The  system  of  deductions,  credits,  and  exemptions  is  so  complex 
that  many  senior  citizens  are  unable  to  understand  them  and  thus 
do  not  receive  the  full  benefits  to  which  they  are  entitled. 
/  recommend  that — 

The  tax  structure  for  senior  citizens  be  completely  overhauled, 
simplified,  and  made  fairer. 
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Existing  tax  discrimination  against  the  older  Americans  who 
are  willing  and  able  to  work  be  eliminated. 
Under  this  proposal,  taxes  will  be  reduced  for  almost  3  million  older 
Americans — two  out  of  every  three  who  now  pay  taxes.  Nearly 
500,000  of  these  Americans  will  no  longer  have  to  pay  taxes.  There 
will  be  some  increases  for  those  in  the  upper  tax  brackets — those 
best  able  to  afford  them. 

The  Success — and  the  Future — of  Medicare 

During  the  long  wait  for  medicare,  many  older  Americans  need- 
lessly suffered  and  died  because  they  could  not  afford  proper  health 
care.  Nearly  half  had  no  health  insurance  protection.  For  most, 
coverage  was  grossly  inadequate.  As  a  result,  men  and  women 
spent  their  later  years  overburdened  by  health  care  costs.  Many 
were  forced  to  turn  to  public  assistance.  Others  had  to  impose 
financial  hardship  on  their  relatives.  Still  others  went  without 
necessary  medical  care. 

Since  medicare  went  into  effect  just  over  6  months  ago — 

More  than  2%  million  older  Americans  have  received  hospital 
care. 

Hospitals  have  received  nearly  $1  billion  in  payments. 
More  than  3%  million  Americans  have  been  treated  by  doctors 
under  the  voluntary  coverage  of  medicare. 

130,000  people  have  received  home  health  services,  and  medi- 
care paid  the  bills. 

6,700  hospitals,  with  more  than  98  percent  of  the  general  hos- 
pital beds  in  the  Nation,  have  become  partners  in  medicare. 
High  standards  set  by  medicare  will  raise  the  level  of  health  care 
for  all  citizens — not  just  the  aged.  Compliance  with  title  VI  of  the 
Civil  Rights  Act  has  hastened  the  end  of  racial  discrimination  in  hos- 
pitals and  has  brought  good  medical  care  to  many  who  were  previously 
denied  it. 

Medicare  is  an  unqualified  success.  Nevertheless,  there  are  im- 
provements which  can  be  made  and  shortcomings  which  need  prompt 
attention. 

The  1.5  million  seriously  disabled  Americans  under  65  who  receive 
social  security  and  railroad  retirement  benefits  should  be  included 
under  medicare.  The  typical  member  of  this  group  is  over  50.  He 
finds  himself  in  much  the  same  plight  as  the  elderly.  He  is  depend- 
ent on  social  security  benefits  to  support  himself  and  his  family.  He 
is  plagued  by  high  medical  expenses  and  poor  insurance  protection. 

/  recommend  that  medicare  be  extended  to  the  1.5  million  disabled 
Americans  under  65  now  covered  by  the  social  security  and  railroad  retire- 
ment systems. 

Certain  types  of  podiatry  services  are  important  to  the  health  of 
the  elderly.  Yet,  these  services  are  excluded  under  present  law. 
/  recommend  that  foot  treatment,  other  than  routine  care,  be  covered  under 
medicare  whether  performed  by  podiatrists  or  physicians. 

Finally,  medicare  does  not  cover  prescription  drugs  for  a  patient 
outside  the  hospital.  We  recognize  that  many  practical  difficulties 
remain  unresolved  concerning  the  cost  and  quality  of  such  drugs. 
This  matter  deserves  our  prompt  attention.  /  am  directing  the 
Secretary  of  Health,  Education,  and  Welfare  to  undertake  immediately 
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a  comprehensive  study  oj  the  problems  oj  including  the  cost  of  prescription 
drugs  under  medicare. 

Nursing  and  Health  Care 

Medicare  and  the  medical  assistance  program  have  removed  major 
financial  barriers  to  health  services.  Federally  assisted  programs  are 
developing  health  facilities,  manpower,  and  services — many  targeted 
to  the  needs  of  older  Americans. 

We  have  made  progress,  but  serious  problems  remain.  Although 
the  number  of  agencies  that  provide  health  services  to  individuals  in 
their  own  homes  has  grown  to  more  than  1 ,400  throughout  the  country, 
their  services  are  often  limited  in  scope  and  quality.  Many  com- 
munities still  have  no  such  services  available. 

The  great  majority  of  nursing  homes  are  ill  equipped  to  provide 
services  required  for  medicare  and  medical  assistance  patients.  Of 
the  20,000  nursing  homes  in  the  country,  only  3,000  have  qualified 
for  medicare.  Of  the  850,000  beds  in  nursing  homes,  less  than  half — 
415,000 — meet  Hill-Burton  standards  for  long-term  care.  Many  do 
not  even  meet  minimum  fire  and  safety  standards. 

Expenditures  for  nursing  home  care  have  increased  by  400  percent 
in  the  past  decade.  They  now  exceed  $1.2  billion  annually.  Federal, 
State,  and  local  governments  pay  more  than  a  third  of  these  costs — 
and  the  government  share  is  rising  rapidly. 

We  have  learned  that  there  is  no  single  answer  to  the  problem  of 
providing  the  highest  quality  health  care  to  the  elderly.  Just  as 
their  needs  vary,  so  must  the  approach. 

Some  senior  citizens  can  be  treated  in  their  homes,  where  they 
can  be  close  to  their  families  and  friends.  Others  may  need  once-a- 
week  care  at  a  nearby  outpatient  clinic.  When  serious  illness  strikes, 
extended  hospitalization  may  be  required.  When  chronic  disease 
is  involved,  care  in  a  nursing  home  may  be  needed.  And  when  post- 
operative care  for  short  durations  is  necessary,  specialized  facilities 
may  be  essential. 

Thus,  we  must  pursue  a  wide  range  of  community  programs  and 
services  to  meet  the  needs  of  the  elderly — to  allow  them  freedom  to 
choose  the  right  services  at  the  right  time  and  in  the  right  place. 

To  move  toward  our  health  goal  for  the  elderly,  I  propose  to — 

Extend  the  partnership  for  health  legislation  to  improve 
State  and  local  health  planning  for  the  elderly. 

Launch  special  pilot  projects  to  bring  comprehensive  medical 
and  rehabilitation  services  to  the  aged. 

Begin  an  extensive  research  effort  to  develop  the  best  means  of 
organizing,  delivering,  and  financing  health  services  needed 
by  the  aged. 

Expand  visiting  nurses  and  other  home  health  services. 
I  am  requesting  funds  for  more  health  facilities  and  better  health 
care  institutions  for  the  aged,  including : 

The  full  authorization  of  $280  million  for  construction  under 
the  Hill-Burton  program  to  provide  new  beds  and  to  modernize 
existing  facilities. 

Mortgage  guarantees  and  loans  to  construct  nursing  homes  for 
the  aged. 

Infirmaries  and  nursing  units  in  senior  citizens'  housing 
projects. 
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Intensive  research  to  find  new  approaches  in  design  and  op- 
eration of  hospitals,  nursing  homes,  extended  care  facilities,  and 
other  health  institutions.  ^ 

Job  Opportunities  for  the  Older  American 

In  our  Nation,  there  are  thousands  of  retired  teachers,  lawyers, 
businessmen,  social  workers  and  recreation  specialists,  physicians, 
nurses,  and  others,  who  possess  skills  which  the  country  badly  needs. 

Hundreds  of  thousands  not  yet  old,  not  yet  voluntarily  retired, 
find  themselves  jobless  because  of  arbitrary  age  discrimination. 
Despite  our  present  low  rate  of  unemployment,  there  has  been  a 
persistent  average  of  850,000  people  age  45  and  over  who  are  unem- 
ployed. 

Today,  more  than  three-quarters  of  a  billion  dollars  in  unemploy- 
ment insurance  is  paid  each  year  to  workers  who  are  45  or  over. 
They  comprise  27  percent  of  all  the  unemployed — and  40  percent  of 
the  long-term  unemployed.  In  1965,  the  Secretary  of  Labor  re- 
ported to  the  Congress  and  the  President  that  approximately  half  of 
all  private  job  openings  were  barred  to  applicants  over  55;  a  quarter 
were  closed  to  applicants  over  45. 

In  economic  terms,  this  is  a  serious — and  senseless — loss  to  a  nation 
on  the  move.  But  the  greater  loss  is  the  cruel  sacrifice  in  happiness 
and  well-being  which  joblessness  imposes  on  these  citizens  and  their 
families. 

Opportunity  must  be  opened  to  the  many  Americans  over  45  who  are 
qualified  and  willing  to  work.  We  must  end  arbitrary  age  limits  on 
hiring.  Though  23  States  have  already  enacted  laws  to  prohibit 
discriminatory  practices,  the  problem  is  one  of  national  concern  and 
magnitude. 

/  recommend  that — 

The  Congress  enact  a  law  'prohibiting  arbitrary  and  unjust  dis- 
crimination in  employment  because  of  a  person's  age. 
The  law  cover  workers  45  to  65  years  old. 

The  law  provide  for  conciliation  and,  if  necessary,  enforcement 
through  cease-and-desist  orders,  with  court  review. 

The  law  provide  an  exception  for  special  situations  where  age  is  a 
reasonable  occupational  qualification,  where  an  employee  is  dis- 
charged for  good  cause,  or  where  the  employee  is  separated  under  a 
regular  retirement  system. 

Educational  and  research  programs  on  age  discrimination  be 
strengthened. 

Employment  opportunities  for  older  workers  cannot  be  increased 
solely  by  measures  eliminating  discrimination.  Today's  high  stand- 
ards of  education,  training,  and  mobility  often  favor  the  younger 
worker.  Many  older  men  and  women  are  unemployed  because  they 
are  not  fitted  for  the  jobs  of  modern  technology;  because  they  live 
where  there  are  no  longer  any  jobs,  or  because  they  are  seeking  the 
jobs  of  a  bygone  era. 

We  have  already  expanded  training  and  education  for  all  Ameri- 
cans. But  older  workers  have  not  been  able  to  take  full  advantage 
of  these  programs.  In  many  State  employment  offices,  there  is  need 
for  additional  counselors,  trained  to  deal  with  the  special  problems  of 
older  workers. 
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I  am  directing  the  Secretary  of  Labor  to  establish  a  more  compre- 
hensive program  of  information,  counseling,  and  placement  service  for 
older  workers  through  the  Federal-State  system  of  employment 
services. 

Enriching  the  Later  Years 

Old  age  is  too  often  a  time  of  lonely  sadness,  when  it  should  be  a 
time  for  service  and  continued  self-development.  For  many,  later 
life  can  offer  a  second  career.  It  can  mean  new  opportunities  for  com- 
munity service.  It  can  be  a  time  to  develop  new  interests,  acquire 
new  knowledge,  find  new  ways  to  use  leisure  hours. 

Our  goal  is  not  merely  to  prolong  our  citizens'  lives,  but  to  enrich 
them. 

Congress  overwhelmingly  endorsed  this  goal,  when  it  passed  the 
Older  Americans  Act.  As  a  result,  we  have  launched  a  new  partner- 
ship at  all  levels  of  government,  and  among  voluntary  and  private 
organizations.  We  have  established  a  new  agency  and  a  new  impetus 
to  promote  this  partnership. 

Forty-one  States,  the  District  of  Columbia,  and  Puerto  Rico — where 
more  than  91  percent  of  our  older  persons  live — are  now  engaged  in 
providing  special  services  for  senior  citizens.  Two  hundred  and 
seventy  community  programs  have  already  been  started.  Several 
hundred  more  will  begin  in  the  next  few  months. 
We  are  helping  States  and  communities  to — 

Establish  central  information  and  referral  services  so  that  our 
older  citizens  can  learn  about  and  receive  all  the  benefits  to  which 
they  are  entitled. 

Begin  or  expand  services  in  more  than  65  more  senior  citizen 
centers. 

Increase  volunteer-service  opportunities  for  older  people. 
Offer  preretirement  courses  and  information  about  retirement. 
Support  services  which  help  older  people  remain  in  their  homes 
and  neighborhoods. 
To  carry  forward  this  partnership,  I  recommend  that — 

The  Older  Americans  Act  be  extended  and  its  funding  levels  be 
increased. 

Appropriations  under  the  neighborhood  facilities  program  be  in- 
creased to  construct  multipurpose  centers  to  serve  senior  citizens 
with  a  wide  range  of  educational,  recreational,  and  health  services, 
and  to  provide  information  about  housing  and  employment 
opportunities. 

A  pilot  program  be  started  to  provide  nutritional  meals  in 
senior  citizen  centers. 

Decent  housing  plays  an  important  role  in  promoting  self-respect 
and  dignity  in  the  later  years.  In  the  past  3  years,  the  total  Federal 
investment  in  special  housing  programs  for  the  elderly  has  doubled — 
to  over  $2.5  billion. 

Rental  housing  for  the  elderly  is  one  of  our  most  successful  housing 
programs.  We  have  made  commitments  for  about  187,000  units  to 
house  more  than  280,000  persons.  Direct  loan  and  grant  programs 
assist  many  senior  citizens  to  improve  their  homes  in  urban  renewal 
areas,  and  in  areas  of  concentrated  code  enforcement  where  blight  is 
worst.  The  new  rent  supplement  program,  enacted  in  1965,  promises 
to  help  thousands  of  low  income  older  citizens  to  have  good  housing 
at  reasonable  rents. 
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I  recommend  that  these  housing  programs  be  continued  and  that 
the  full  amount  authorized  for  the  1968  rent  supplement  program  be 
provided.  I  am  directing  the  Secretary  of  Housing  and  Urban  De- 
velopment to  make  certain  that  the  model  cities  program  gives  special 
attention  to  the  needs  of  older  people  in  poor  housing  and  decaying 
neighborhoods. 

The  talents  of  elderly  Americans  must  not  lie  fallow.  For  most 
Americans,  the  most  enriching  moments  of  life  are  those  spent  help- 
ing their  fellow  man.  I  have  asked  the  Director  of  the  Office  of 
Economic  Opportunity  to  initiate  and  expand  programs  to  make  a 
wider  range  of  volunteer  activities  available  to  older  citizens: 

To  enlist  them  in  searching  out  isolated  and  incapacitated 
older  people. 

To  build  on  the  success  of  the  foster  grandparent  and  medicare 
alert  programs  by  using  public-spirited  older  Americans  as  tutors 
and  classroom  aids  in  Headstart  and  other  programs. 

To  organize  older  citizens  as  VISTA  volunteers  in  a  variety 
of  community  efforts. 

Our  Obligation 

These  are  my  major  recommendations  to  the  first  session  of  tne 
90th  Congress  on  behalf  of  older  Americans.  But  this  message  does 
not  end  our  quest,  as  a  nation,  for  a  better  life  for  these  citizens. 

I  believe  that  these  new  measures,  together  with  programs  already 
enacted,  will  bring  us  closer  to  fulfilling  the  goals  set  forth  in  our 
Bill  of  Rights  for  Older  Americans. 

We  should  look  upon  the  growing  number  of  older  citizens  not  as 
a  problem  or  a  burden  for  our  democracy,  but  as  an  opportunity  to 
enrich  their  lives  and,  through  them,  the  lives  of  ail  of  us. 

Lyndon  B.  Johnson. 

The  White  House,  January  28,  1967. 
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WELFARE  OF  CHILDREN 


MESSAGE 

FROM 

THE  PRESIDENT  OF  THE  UNITED  STATES 

TRANSMITTING 

RECOMMENDATIONS  FOR  THE  WELFARE  OF  CHILDREN 


February  8,  1967. — Referred  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


To  the  Congress  of  the  United  States: 

In  1905,  this  Nation  hummed  with  industrial  growth— and  Jane 
Addams  discovered  a  boy  of  5  working  for  a  living  by  night  in  a 
cotton  mill. 

Thirteen  percent  of  the  laborers  then  in  the  cotton  trade  were 
child  laborers.  AU  across  the  Nation,  in  glass  factories,  in  mines, 
in  canneries,  and  on  the  streets,  more  than  2  million  children  under 
16  worked — fuU  time. 

Slowly,  what  Theodore  Roosevelt  caUed  "public  sentiment,  with 
its  corrective  power"  stirred  and  raised  a  cry  for  action. 

"The  interests  of  this  Nation,"  President  Roosevelt  declared  to 
Congress  in  1909,  "are  involved  in  the  welfare  of  children  no  less  than 
in  our  great  national  affairs." 

By  1912,  the  Federal  Children's  Bureau  was  established.  The 
long  battle  to  end  child  labor  moved  toward  victory.  Congress  had 
pledged  its  power  to  the  care  and  protection  of  America's  young 
people. 

Upon  that  pledge,  the  Congress,  the  executive  branch  and  the 
States  have  built  public  policy — and  public  programs — ever  since. 

In  the  past  3  years,  I  have  recommended  and  you  in  the  Congress 
have  enacted  legislation  that  has  done  more  for  our  young  people 
than  in  any  other  period  in  history : 

Headstart  and  other  preschool  programs  are  providing  learning 
and  health  care  to  more  than  2  miUion  children. 

I IT'-  :"  : 
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The  Elementary  and  Secondary  Education  Act  is  improving 
the  education  of  more  than  7  million  poor  children. 

Our  higher  education  programs  support  more  than  1  million 
students  in  college — students  who  might  otherwise  not  have 
been  able  to  go. 

The  Neighborhood  Youth  Corps,  the  Job  Corps,  and  an 
expanded  manpower  development  and  training  program  are 
bringing  skills  to  almost  1  million  young  Americans  who  only  a 
few  years  ago  would  have  been  condemned  to  the  ranks  of  the 
unemployed. 

The  '  'medicaid"  program  is  now  extending  better  medical 
service  to  millions  of  poor  children. 
In  fiscal  1960,  the  Federal  Government  invested  about  $3.5  billion 
in  America's  children  and  youth.  In  fiscal  1965  that  investment 
rose  to  $7.3  billion.  In  fiscal  1968  it  will  increase  to  over  $11.5 
billion — more  than  three  times  the  amount  the  Government  was 
spending  8  years  ago. 

We  are  a  young  nation.  Nearly  half  our  people  are  25  or  under — 
and  much  of  the  courage  and  vitality  that  bless  this  land  are  the  gift 
of  young  citizens. 

The  Peace  Corps  volunteer  in  Bolivia,  the  Teacher  Corps  volunteer 
in  a  Chicago  slum,  the  young  Marine  offering  up  his  courage — and 
his  life — in  Vietnam:  these  are  the  Boy  Scouts,  the  4-H  Club  members, 
the  high  school  athletes  of  only  a  few  years  ago.  What  they  are  able 
to  offer  the  world  as  citizens  depends  on  what  their  Nation  offered 
them  as  youngsters. 

Knowing  this,  we  seek  to  strengthen  American  families.  We  also 
seek  to  strengthen  our  alliance  with  State  and  local  governments. 
The  future  of  many  of  our  children  depends  on  the  work  of  local 
public  health  services,  school  boards,  the  local  child  welfare  agencies, 
and  local  community  action  agencies. 

Recent  studies  confirm  what  we  have  long  suspected.  In  education, 
in  health,  in  all  of  human  development,  the  early  years  are  the  critical 
years.  Ignorance,  ill  health,  personality  disorder — these. are  disabili- 
ties often  contracted  in  childhood:  afflictions  which  linger  to  cripple 
the  man  and  damage  the  next  generation. 

Our  Nation  must  rid  itself  of  this  bitter  inheritance.  Our  goal 
must  be  clear — to  give  every  child  the  chance  to  fulfill  his  promise. 

Much  remains  to  be  done  to  move  toward  this  goal.  Today,  no  less 
than  in  the  early  years  of  this  century,  America  has  an  urgent  job  to 
do  for  its  young. 

Even  during  these  years  of  unparalleled  prosperity: 

5.5  million  children  under  6,  and  9  million  more  under  17,  live 
in  families  too  poor  to  feed  and  house  them  adequately. 

This  year  1  million  babies,  1  in  every  4,  will  be  born  to  mothers 
who  receive  little  or  no  obstetric  care. 

More  than  4  million  children  will  suffer  physical  handicaps 
and  another  2  million  will  fall  victim  to  preventable  accidents  or 
disease. 

One  million  young  Americans,  most  of  them  from  poor  f  amines, 
will  drop  out  of  school  this  year — many  to  join  the  unhappy 
legion  of  the  unemployed. 

One  in  every  six  young  men  under  18  will  be  taken  to  juvenile 
court  for  at  least  one  offense  this  year. 
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Our  Nation  can  help  to  cure  these  social  ills  if  once  again,  as  in 
the  past,  we  pledge  our  continuing  stewardship  of  our  greatest  wealth — 
our  young  people. 

I  recommend  a  12-point  program  for  the  children  and  youth  of 
America.    With  the  help  of  the  Congress,  we  can — 

1.  Preserve  the  hope  and  opportunity  of  Headstart  by  a 
1 'Folio w-Through"  program  in  the  early  grades. 

2.  Strengthen  Headstart  by  extending  its  reach  to  younger 
children. 

3.  Begin  a  pilot  lunch  program  to  reach  preschool  children 
who  now  lack  proper  nourishment. 

4.  Create  child  and  parent  centers  in  areas  of  acute  poverty 
to  provide  modern  and  comprehensive  family  and  child  develop- 
ment services. 

5.  Help  the  States  train  specialists — now  in  critically  short 
supply — to  deal  with  problems  of  children  and  youth. 

6.  Strengthen  and  modernize  programs  providing  aid  for 
children  in  poor  families. 

7.  Increase  social  security  payments  for  3  million  children, 
whose  support  has  been  cut  off  by  the  death,  disability,  or  retire- 
ment of  their  parents. 

8.  Expand  our  programs  for  early  diagnosis  and  treatment  of 
children  with  handicaps. 

9.  Carry  forward  our  attack  on  mental  retardation,  which 
afflicts  more  than  125,000  children  each  year. 

10.  Launch  a  new  pilot  program  of  dental  care  for  children. 

11.  Help  States  and  communities  across  the  Nation  plan 
and  operate  programs  to  prevent  juvenile  delinquents  from 
becoming  adult  delinquents. 

12.  Enrich  the  summer  months  for  needy  boys  and  girls. 

STRENGTHENING  HEADSTART 

Headstart — a  preschool  program  for  poor  children — has  passed  its 
first  trials  with  flying  colors.  Tested  in  practice  the  past  2  years,  it 
has  proven  worthy  of  its  promise. 

Through  this  program,  hope  has  entered  the  lives  of  hundreds  of 
thousands  of  children  and  their  parents  who  need  it  the  most. 

The  child  whose  only  horizons  were  the  crowded  rooms  of  a  tene- 
ment discovered  new  worlds  of  curiosity,  of  companionship,  of  creative 
effort.  Volunteer  workers  gave  thousands  of  hours  to  help  launch  poor 
children  on  the  path  toward  self-discovery,  stimulating  them  to  enjoy 
books  for  the  first  time,  watching  them  sense  the  excitement  of  learning. 

Today  Headstart  reaches  into  three  out  of  every  four  counties  where 
poverty  is  heavily  concentrated  and  into  every  one  of  the  50  States. 

It  is  bringing  more  than  education  to  children.  Over  half  the 
youngsters  are  receiving  needed  dental  and  medical  treatment.  Hear- 
ing defects,  poor  vision,  anemia,  and  damaged  hearts  are  being  dis- 
covered and  treated. 

In  short,  for  poor  children  and  their  parents,  Headstart  has  replaced 
the  conviction  of  failure  with  the  hope  of  success. 

The  achievements  of  Headstart  must  not  be  allowed  to  fade.  For 
we  have  learned  another  truth  which  should  have  been  self-evident — 
that  poverty's  handicaps  cannot  be  easily  erased  or  ignored  when  the 
door  of  first  grade  opens  to  the  Headstart  child. 
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Headstart  occupies  only  part  of  a  child's  day  and  ends  all  too  soon. 
He  often  returns  home  to  conditions  which  breed  despair.  If  these 
forces  are  not  to  engulf  the  child  and  wipe  out  the  benefits  of  Head- 
start,  more  is  required.    Follow-Through  is  essential. 

To  fulfill  the  rights  of  America's  children  to  equal  educational 
opportunity,  the  benefits  of  Headstart  must  be  carried  through  to  the 
early  grades. 

We  must  make  special  efforts  to  overcome  the  handicap  of  poverty 
by  more  individual  attention,  by  creative  courses,  by  more  teachers 
trained  in  child  development.  This  will  not  be  easy.  It  will  require 
careful  planning  and  the  full  support  of  our  communities,  our  schools, 
and  our  teachers.  / 

/  am  requesting  appropriations  to  launch  a  "Follow-Through"  pro- 
gram during  the  first  school  grades  for  children  in  areas  oj  acute  poverty. 

The  present  achievements  of  Headstart  serve  as  a  measure  of  the 
distance  we  must  still  go : 

Three  out  of  four  Headstart  children  participate  only  in  a 
summer  program.  The  summer  months  are  far  too  brief  to  close 
the  gap  separating  the  disadvantaged  child  from  his  more  for- 
tunate classmate. 

Only  a  small  number  of  3-year-olds  are  now  being  reached. 
The  impact  of  Headstart  will  be  far  more  beneficial  if  it  is 
extended  to  the  earlier  years. 

Headstart  has  dramatically  exposed  the  nutritional  needs  of 
poverty's  children.    More  than  1.5  million  preschoolers  are  not 
getting  the  nourishing  food  vital  to  strong  and  healthy  bodies. 
To  build  on  the  experience  already  gained  through  Headstart: 

/  am  requesting  funds  from  the  Congress  and  I  am  directing  the 
Director  of  the  Office  of  Economic  Opportunity  to — 

1.  Strengthen  the  full  year  Headstart  progam. 

2.  Enlarge  the  number  of  8 -year -olds  who  participate  in 
Headstart 

3.  Explore,  through  pilot  programs,  the  effectiveness  of  this 
program  on  even  younger  children. 

I  am  recommending  legislation  to  authorize  a  pilot  program  to 
provide  school  lunch  benefits  to  needy  preschoolers  through  Head- 
start  and  similar  programs. 

CHILD  AND  PARENT  CENTERS 

There  is  increasing  evidence  that  a  child's  potential  is  shaped  in 
infancy — and  even  during  the  prenatal  period.  Early  in  life,  a  child 
may  acquire  the  scars  that  will  damage  his  later  years  at  great  cost  to 
himself  and  to  society.  No  serious  effort  in  child  development  can 
ignore  this  critical  period. 

In  every  community,  we  must  attack  the  conditions  that  dim  life's 
promise.  Today,  the  Federal  Government  and  the  States  support  a 
wide  range  of  services  for  needy  children  and  their  parents. 

But  we  have  fallen  short.  Many  of  these  services  are  fragmented. 
Many  do  not  provide  imaginative  and  inventive  programs  to  develop  a 
child's  full  potential.  Others  fail  to  enlist  the  adults  of  the  community 
in  enriching  the  lives  of  children  and  thereby  enriching  their  own  lives 
as  well. 
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The  task  is  to  marshal  these  services — to  develop  within  our  compre- 
hensive neighborhood  centers  a  single  open  door  through  which  child 
and  parent  can  enter  to  obtain  the  help  they  need. 

/  am  instructing  the  Director  of  the  Office  of  Economic  Opportunity  to 
begin  a  pilot  program  of  child  and  parent  centers  through  its  community 
action  program  in  areas  of  acute  poverty. 

I  am  also  instructing  the  Secretaries  of  Health,  Education,  and  Welfare 
and  Housing  and  Urban  Development  to  support  these  centers  with  re- 
sources from  related  programs. 

These  child  and  parent  centers  would  provide  a  wide  range  of 
benehts — as  wide  as  the  needs  of  the  children  and  parents  they  must 
serve : 

Health  and  welfare  services. 
Nutritious  meals  for  needy  preschoolers. 

Counseling  for  parents  in  prenatal  and  infant  care  and  in- 
struction in  household  management,  accident  prevention,  and 
nutrition. 

Day  care  for  children  under  3  years  old. 

A  training  base  for  specialists  in  child  development. 
A  typical  center  might  serve  a  slum  neighborhood  or  a  large  housing 
project.    Where  possible,  the  centers  would  be  affiliated  with  uni- 
versities to  provide  greater  research  and  experimentation  in  the  fields 
of  child  development  and  education. 

TO  WORK  WITH  CHILDREN 

A  wealthy  and  abundant  America  lags  behind  other  modern  nations 
in  training  qualified  persons  to  work  with  children. 

These  workers  are  badly  needed — not  only  for  poor  children  but 
for  all  children.  We  need  experts  and  new  professionals  in  child  care. 
We  need  more  preschool  teachers,  social  workers,  librarians,  and  nurses. 

New  training  efforts  must  be  supported — for  day  care  counselors, 
parent  advisers,  and  health  visitors.  We  must  train  workers  capable 
of  helping  children  in  neighborhood  centers,  in  health  clinics,  in 
playgrounds,  and  in  child  welfare  agencies.  Others  must  be  prepared 
to  support  the  teacher  in  the  school  and  the  mother  in  the  home. 

These  jobs  promise  excellent  opportunities  for  high  school  and  grade 
school  graduates,  and  for  citizens  who  are  retired.  They  can  provide 
meaningful  employment  for  persons  who  are  themselves  economically 
deprived.  In  helping  needy  young  children  achieve  their  potential, 
they  can  also  help  to  develop  themselves. 

Two  OEO  programs,  Foster  Grandparents  and  Home  Health  Aids, 
have  already  proved  the  value  of  such  services. 

To  help  provide  the  trained  workers  needed  for  America's  children,  I 
recommend  legislation  to  increase  to  75  percent  the  Federal  matching 
funds  for  State  child  welfare  personnel,  including  training  programs. 

I  am  also  directing  the  Secretaries  of  Labor  and  Health,  Education, 
and  Welfare,  and  the  Director  of  the  Office  of  Economic  Opportunity, 
to  emphasize  through  adult  education,  vocational  rehabilitation  and 
other  programs,  training  for  "new  careers"  in  child  care. 
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SOCIAL  SECURITY  INCREASES  FOR  CHILDREN 

Two  weeks  ago,  I  proposed  legislation  to  bring  the  greatest  improve- 
ment in  living  standards  for  those  covered  under  social  security 
since  that  historic  act  was  passed  in  1935. 

While  this  program  extends  primarily  to  the  older  Americans,  it  also 
covers  a  child  if  the  family  breadwinner,  who  is  under  social  security, 
dies,  retires,  or  becomes  disabled. 

Today,  more  than  3  million  children  receive  social  security  pay- 
ments.   Their  average  benefit  is  only  $52  a  month. 

To  provide  more  adequate  payments  to  these  children,  I  recommend 
legislation  to  enlarge  their  benefits — with  an  average  increase  of  at  least 
15  percent. 

IMPROVING  CHILD  ASSISTANCE 

Enacted  during  the  1930's,  the  "Aid  to  Families  with  Dependent 
Children"  (AFDC)  program  is  a  major  source  of  help  for  the  poor 
child.    Under  AFDC,  Federal  financial  aid  is  provided  to  States 
to  help  needy  families  with  children  under  21. 
There  are  serious  shortcomings  in  this  program: 

Only  3.2  million  children  received  benefits  last  year. 
Twelve  million  children  in  families  below  the  poverty  line  re- 
ceived no  benefits. 

Thirty-three  States  do  not  even  meet  their  own  minimum 
standards  for  subsistence. 

Seven  States  offer  a  mother  and  three  children  $120  a  month  or 
less. 

Only  21  States  have  taken  advantage  of  a  1962  law,  expiring  this 
year,  allowing  children  with  unemployed  parents  to  receive  financial 
assistance.  Only  12  States  have  community  work  and  training  pro- 
grams for  unemployed  parents  to  give  them  the  skills  needed  to  pro- 
tect their  family  and  earn  a  decent  living.  A  number  of  States  dis- 
courage parents  from  working  by  arbitrarily  reducing  welfare  pay- 
ments when  they  earn  their  first  dollar. 

To  remedy  these  deficiencies  and  give  the  poorest  children  of  America 
a  fair  chance,  I  recommend  legislation  to — 

Require  each  State  to  raise  cash  payments  to  the  level  the  State 
itself  sets  as  the  minimum  for  subsistence,  to  bring  these  minimum 
standards  up  to  date  annually,  and  to  maintain  welfare  standards 
at  not  less  than  two-thirds  the  level  set  for  medical  assistance. 

Provide  special  Federal  financial  assistance  to  help  poorer  States 
meet  these  new  requirements. 

Make  permanent  the  program  for  unemployed  parents,  which 
expires  this  year. 

Require  each  State  receiving  assistance  to  cooperate  in  making 
community  work  and  training  available. 

Require  States  to  permit  parents  to  earn  $50  each  month,  with  a 
maximum  of  $150  per  family,  without  reduction  in  assistance 
payments. 

Even  well-established  State  welfare  programs  lack  adequate  services 
to  protect  children  where  there  is  physical  abuse  or  neglect.  There 
should  be  protection  for  the  child  as  well  as  help  for  the  parent.  Other 
State  child  welfare  programs  should  expand  day-care  and  homemaker 
services.    New  services  must  be  tested,  particularly  for  the  mentally 
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retarded,  for  the  child  requiring  emergency  shelter,  and  for  the  child 
in  the  urban  slum. 

I  recommend  legislation  to  authorize  a  program  oj  project  grants  to 
encourage  States  and  local  communities  to  develop  new  forms  of  child 
services. 

CHILD  HEALTH 

Last  year  nearly  400,000  needy  mothers  received  care  through 
maternal  and  child  health  nursing  services.  About  3  million  children 
received  public  health  nursing  services,  including  almost  20  percent 
of  all  infants  under  1  year  of  age. 

But  our  public  health  record  for  children  gives  us  little  cause  for 
complacency : 

At  least  10  other  nations  have  lower  infant  mortality  rates 
than  the  United  States.  Nearly  40,000  babies  in  America  die 
each  year  who  would  be  saved  if  our  infant  mortality  rate  were 
as  low  as  Sweden's. 

Nearly  1  million  pregnant  women  receive  little  or  no  prenatal 
care. 

More  than  3.5  million  poor  children  under  5  who  need  medical 
help  do  not  receive  it  under  public  medical  care  programs. 

Our  whole  society  pays  a  toll  for  the  unhealthy  and  crippled  children 
who  go  without  medical  care:  a  toll  of  incalculable  human  suffering, 
unemployment,  rising  rates  of  disabling  disease,  and  expenditures  for 
special  education  and  institutions  for  the  handicapped. 

We  have  made  hopeful  beginnings  toward  reducing  that  toll. 

Under  the  "medicaid"  program  enacted  in  1965,  the  25  States  now 
in  partnership  with  the  Federal  Government  will  help  pay  hospital 
costs  and  doctors'  bills  for  more  than  3.5  million  poor  children  this 
year.    By  next  year,  we  expect  23  more  States  to  join  "medicaid. " 

I  am  requesting  increased  funds  for  the  "medicaid"  program,  including 
$221  million  for  medical  care  for  needy  children — an  increase  of  some 
$100  million  over  last  year. 

We  must  also  move  in  another  direction.  Nearly  500,000  young- 
sters now  receive  treatment  under  the  crippled  children's  program. 
But  more  than  twice  that  number  need  help. 

The  problem  is  to  discover,  as  early  as  possible,  the  ills  that  handicap 
our  children.  There  must  be  a  continuing  followup  and  treatment 
so  that  handicaps  do  not  go  neglected. 

We  must  enlarge  our  efforts  to  give  proper  eye  care  to  a  needy 
child.  We  must  provide  help  to  straighten  a  poor  youngster's  crippled 
limb  before  he  becomes  permanently  disabled.  We  must  stop 
tuberculosis  in  its  first  stages,  before  it  causes  serious  harm. 

i"  recommend  legislation  to  expand  the  timely  examination  and  treatment 
of  an  additional  500,000  poor  children  in  fiscal  1968. 

In  1965  I  proposed  and  the  Congress  enacted  a  special  program  to 
provide  comprehensive  health  care  for  the  poor  child.  Today, 
through  the  work  of  the  Children's  Bureau  and  local  public  health 
agencies,  thousands  of  preschool  and  school  children  in  more  than  20 
communities  across  America  are  being  examined  and  treated  The 
early  success  of  this  program  justifies  its  further  expansion. 

I  am  requesting  the  full  authorization  of  $40  million  for  the  com- 
prehensive health  service  program  for  preschool  and  school  children. 
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There  are  only  12,000  trained  pediatricians  and  13,000  obstetricians 
in  the  United  States  today — far  too  few  to  provide  adequate  medical 
care  for  all  our  children  and  mothers. 

Our  health  goals  for  children  cannot  be  met  unless  we  develop  new 
patterns  of  health  care.  This  will  require  the  great  energy  and  skill 
of  the  American  medical  profession.  New  types  of  health  workers 
must  be  trained  to  help  our  doctors  do  more.  We  must  use  more 
effectively  the  health  manpower  we  have.  Above  all,  the  health 
profession  should  be  encouraged  to  invent  and  innovate  to  give  every 
child  the  medical  care  he  needs. 

/  recommend  legislation  to  authorize  10  pilot  centers  this  year  to 
provide  research  and  development  in  child  health  care,  to  train  health 
workers,  to  test  new  methods  and  to  provide  care  for  180,000  needy  children 
and  10,000  mothers. 

These  new  centers  will  be  associated,  wherever  possible,  with 
medical  universities  or  neighborhood  health  centers.    They  will — 
Train  new  types  of  health  workers  to  assist  the  pediatrician 
and  obstetrician. 

Design  and  develop  more  efficient  methods  and  techniques  of 
health  care  delivery. 

Provide  needed  maternal  and  child  health  care. 
In  addition,  I  am  directing  the  Secretary  of  Health,  Education,  and 
Welfare  to  allocate  increased  funds  to  help  train  more  pediatricians, 
obstetricians,  and  family  doctors. 

MENTAL  RETARDATION 

Each  year  more  than  125,000  infants  are  born  mentally  retarded. 

This  dread  disability  strikes  rich  families  and  poor.  The  tragedy 
of  mental  retardation  affects  the  child,  the  parents,  and  the  entire 
community. 

In  1958,  the  late  Congressman  from  Rhode  Island,  John  E. 
Fogarty,  introduced  legislation  which  launched  our  attack  on  mental 
retardation. 

For  the  past  3  years  we  have  intensified  that  attack  on  all  fronts — 
in  prevention,  treatment,  rehabilitation,  employment,  recreation 
services. 

But  today,  America  still  lacks  trained  workers  and  community 
facilities  to  carry  on  the  fight. 
I  recommend  legislation  to — 

Provide,  for  the  first  time,  Federal  support  to  assist  the  staffing 
of  community  mental  retardation  centers. 

Extend  Federal  support  for  the  construction  of  university  and 
community  centers  for  the  mentally  retarded. 

DENTAL  NEEDS  . 

Nearly  two  out  of  three  disadvantaged  children  between  the  ages 
of  5  and  14  have  never  visited  a  dentist.  They  have  five  times  more 
decayed  teeth  than  their  more  fortunate  classmates. 

To  begin  meeting  the  dental  needs  of  poor  children,  I  recommend  legis- 
lation to — 

Authorize  a  pilot  program  of  dental  care  for  100,000  children  in 
areas  of  acute  poverty. 
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Provide  training  for  dental  assistants  to  help  bring  care  to  schools 
and  other  community  agencies. 

Explore  better  methods  of  furnishing  care. 

THE  JUVENILE  DELINQUENCY  PREVENTION  ACT  OF  1967 

Youth  can  mean  high  spirits,  great  ambitions,  wide  intellectual 
interests,  constructive  group  activities,  and  the  exciting  tests  of 
physical  and  mental  power. 

But  too  often  it  means  failure  in  school,  dropouts,  the  emptiness 
of  unplanned  days,  joblessness,  nights  from  a  broken  home,  and 
trouble  with  the  police. 

The  rapid  urbanization  of  our  Nation  and  the  sharply  growing 
numbers  of  young  people  can  mean  new  vigor  and  opportunity  for 
our  society — or  new  crime  problems  and  more  wasted  lives. 

This  Nation  has  already  committed  itself  to  enrich  the  lives  of  our 
young  people  and  to  free  the  disadvantaged  from  the  waste  and  bore- 
dom that  would  otherwise  characterize  their  lives: 

The  Elementary  and  Secondary  Education  Act  of  1965  and  the 
Higher  Education  Act  of  1965  are  greatly  expanding  educational 
opportunities. 

The  Upward  Bound  program  is  preparing  disadvantaged  boys 
and  girls  for  entry  into  college. 

Work-study  programs,  grants,  loans,  and  scholarships  are 
helping  to  provide  an  education  for  young  people  unable  to  afford 
it. 

The  Manpower  Training  and  Development  Act,  the  Job  Corps, 
and  the  Neighborhood  Youth  Corps  are  providing  needed  job 
skills. 

Despite  these  achievements,  much  remains  to  be  done  to  fulfill  our 
commitment  to  your  Americans.  In  later  messages,  I  will  propose  ad- 
ditional measures  that  will  assist  young  Americans — in  education,  in 
health,  and  in  special  employment  programs. 

But  today,  I  propose  to  deal  with  the  young  American  who  is 
delinquent  or  potentially  delinquent.  Too  many  schools  and  agencies 
close  their  doors  and  minds  to  a  young  person  with  serious  behavioral 
problems,  and  then  pass  him  on  to  sterner  but  frequently  less  effective 
authorities.  Most  youth  who  commit  delinquent  acts  ultimately 
grow  into  responsible  adults.  But  if  a  youth  behaves  badly  enough 
or  is  unlucky  enough  to  enter  the  courts  and  correctional  institutions, 
he  is  more  likely  to  continue  in  criminal  activity  as  an  adult. 

The  past  5  years  of  experience  under  the  Juvenile  Delinquency  Act 
and  the  report  of  the  National  Crime  Commission  have  shown  the 
need  for  new  approaches  for  dealing  with  delinquent  and  potentially 
delinquent  youth : 

Special  community-based  diagnostic  and  treatment  services  for 
youth  in  trouble. 

The  strengthening  of  ties  between  the  community  and  the  cor- 
rection and  probation  system. 

The  construction  of  modern  correctional  facilities  employing 
the  most  advanced  methods  of  rehabilitation. 
We  must  pursue  a  course  designed  not  merely  to  reduce  the  number 
of  delinquents.    We  must  increase  the  chances  for  such  young  people 
to  lead  productive  lives. 
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For  the  delinquent  and  potentially  delinquent  youth,  we  must 
offer  a  New  Start.  We  must  insure  that  the  special  resources  and 
skills  essential  for  their  treatment  and  rehabilitation  are  available. 
Because  many  of  these  young  men  and  women  live  in  broken  families, 
burdened  with  financial  and  psychological  problems,  a  successful 
rehabilitation  program  must  include  family  counseling,  vocational 
guidance,  education  and  health  services.  It  must  strengthen  the 
family  and  the  schools.  It  must  offer  courts  an  alternative  to  placing 
young  delinquents  in  penal  institutions. 

/  recommend  the  Juvenile  Delinquency  Prevention  Act  of  1967. 
This  act  would  be  administered  by  the  Secretary  of  Health,  Edu- 
cation, and  Welfare.    It  would  provide — 

Ninety  percent  Federal  matching  grants  to  assist  States  and 
local  communities  to  develop  plans  to  improve  their  juvenile  courts 
and  correction  systems. 

Fifty  percent  Federal  matching  grants  jor  the  construction  oj 
short-term  detention  and  treatment  facilities  for  youthful  offenders 
in  or  near  their  communities. 

Flexible  Federal  matching  grants  to  assist  local  communities  to 
operate  special  diagnostic  and  treatment  programs  for  juvenile 
delinquents  and  potential  delinquents. 

Federal  support  for  research  and  experimental  projects  in  juvenile 
delinquency. 

The  problems  of  troubled  youth  do  not  yield  to  easy  solution.  They 
must  be  pursued  on  a  broad  front.  Thus,  States  and  communities 
must  be  encouraged  to  develop  comprehensive  strategies  for  coping 
with  these  problems. 

The  facilities  they  build  should  be  modern  and  innovative,  like  the 
"half way"  Jiouses  already  proven  successful  in  practice.  These  facili- 
ties should  provide  a  wide  range  of  community-based  treatment  and 
rehabilitation  services  for  youthful  offenders. 

New  methods  of  rehabilitation — establishing  new  ties  between  the 
correctional  institution,  the  job  market,  and  the  supporting  services 
a  delinquent  youth  needs  when  he  returns  tp  the  community — should 
be  tested. 

Local  agencies,  public  and  private,  should  be  assisted  in  providing 
special  diagnostic  and  treatment  services  for  youth  with  serious 
behavioral  problems.  Other  Federal  programs  for  medical  care, 
education,  and  manpower  training  should  be  supplemented  to  provide 
the  intensive  services  needed  to  assist  delinquent  and  potentially 
delinquent  youth  to  become  productive  citizens.  These  efforts  must 
first  be  concentrated  in  poor  neighborhoods  where  the  risk  of  de- 
linquency is  highest. 

These  steps  must  be  taken  now.  But  at  the  same  time  we  must 
continue  and  expand  our  research  effort.  We  must  learn  why  so 
many  young  people  get  into  trouble  and  how  best  to  help  them  avoid 
it.  To  do  this,  we  will  look  to  universities  and  individuals,  State  and 
local  agencies,  and  other  institutions  capable  of  adding  to  our  knowl- 
edge and  improving  our  methods  and  practices  in  this  vital  area. 
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SUMMER  PROGRAMS  FOR  YOUNG  AMERICANS 

Last  year,  summer  took  on  a  new  and  brighter  meaning  for  millions 
of  needy  young  citizens : 

Headstart  served  570,000  preschoolers. 

The  Elementary  and  Secondary  Education  Act  provided  funds 
to  bring  remedial  courses  and  day  camps  to  2%  million  children. 

Upward  Bound  enabled  25,000  high  school  students  to  live 
on  college  campuses  and  gain  new  learning  experiences. 

The  Youth  Opportunity  Campaign  found  more  than  a  million 
jobs  for  16-  to  21 -year-olds. 

The  Neighborhood  Youth  Corps  offered  summer  work  to 
210,000  young  people. 

Community  Action  and  other  OEO  programs,  such  as  Opera- 
tion Champ,  offered  recreation  to  nearly  1  million  children. 
This  summer  we  can  do  more. 

We  can  enable  additional  schools  and  playgrounds  to  remain  open 
when  vacation  comes. 

We  can,  with  the  help  of  public-spirited  local  organizations,  bring 
fresh  air  and  cool  streams  to  the  slum  child  who  has  known  only  a 
sweltering  tenement  and  who  must  sleep  on  a  crowded  fire  escape  to 
get  relief  from  the  heat. 

We  can  enlist  the  volunteer  help  of  many  citizens  who  want  to  give 
needy  children  a  happy  summer. 
To  further  these  purposes,  I  will — 

Establish  a  Cabinet-level  Council  headed  by  the  Vice  President  to 
promote  Summer  Youth  Opportunities. 

Direct  this  Council  to  make  public  facilities  available  to  provide 
camping  opportunities  jor  additional  needy  children  this  summer. 

Request  the  Council  to  call  on  public  and  private  groups  to  sponsor 
and  operate  these  camps  and  to  enlist  college  students  and  others  to 
work  in  them. 

Request  the  Council  to  call  a  national  "Share  Your  Summer" 
conference  to  encourage  more  fortunate  families  to  open  their  vacation 
homes  to  disadvantaged  children  for  part  of  the  summer. 
In  addition,  I  recommend  legislation  to  provide  funds  for  the  construc- 
tion of  summer  camp  facilities  for  at  least  100,000  children  in  1968. 
These  camps  would  be  built  only  where  there  is  an  agreement  with 
a  private  institution  or  local  government  agency  to  operate  and 
finance  them. 

I  am  directing  every  Federal  agency  to  strengthen  its  programs 
which  provide  summer  employment,  education,  recreation,  and  health 
services.  These  summer  programs  must  become  a  permanent  feature 
in  the  year-round  effort  to  develop  our  children  and  teenagers  for 
responsible  citizenship. 

I  call  upon  every  city  and  local  community  to  help  make  summers 
happy  and  productive  for  the  youth  of  America.  It  should  not  take 
an  act  of  Congress  to  turn  on  a  fire  hydrant  sprinkler,  to  keep  a  swim- 
ming pool  open  a  little  longer,  or  provide  lights  and  supervision  for 
a  summer  playground. 

A  NEW  PRIORITY 

No  ventures  hold  more  promise  than  these  curing  a  sick  child, 
helping  a  poor  child  through  Headstart,  giving  a  slum  child  a  sum- 
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mer  of  sunlight  and  pleasure,  encouraging  a  teenager  to  seek  higher 
learning. 

I  believe  that  the  Congress  recognizes  the  urgency — and  the  great 
potential — of  programs  which  open  new  opportunity  to  our  children 
and  young  people. 

But  beyond  these  beginnings,  there  is  much  to  do. 

We  look  toward  the  day  when  every  child,  no  matter  what  his  color 
or  his  family's  means,  gets  the  medical  care  he  needs,  starts  school  on 
an  equal  footing  with  his  classmates,  seeks  as  much  education  as  he 
can  absorb — in  short,  goes  as  far  as  his  talents  will  take  him. 

We  make  this  commitment  to  our  youth  not  merely  at  the  bidding 
of  our  conscience.  It  is  practical  wisdom.  It  is  good  economics. 
But,  most  important,  as  Franklin  D.  Roosevelt  said  30  years  ago, 
because  "the  destiny  of  American  youth  is  the  destiny  of  America.' ' 

We  can  shape  that  destiny  if  we  act  now  and  if  we  bring  to  this  task 
the  energy  and  the  vision  it  demands. 

Lyndon  B.  Johnson. 

The  White  House,  February  8,  1967. 
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;  The  Chairman.  It  will  be  recalled  that  on  February  15  the  Chair 
issued  a  press  release  announcing  that  the  committee  would  beo-in 
hearings  today  on  the  proposals  contained  in  the  President's  messages. 

Without  objection,  a  copy  of  that  press  release  will  also  be  placed 
in  the  record  at  this  time. 

(Press  release  follows :) 

[PRESS  RELEASE  WEDNESDAY,  FEBRUARY  15,  1967] 

Chairman  Wilbur  D.  Mills  (D.,  Ark.),  Committee  on  Ways  and  Means 
Announces  Public  Hearings  on  President's  Proposals  for  Revisions  in 
the  Social  Security  System 

Chairman  Wilbur  D.  Mills  (D.,  Ark.),  Committee  on  Ways  and  Means,  an- 
nounces hearing  on  the  President's  proposals  for  revisions  in  the  Social  Security 
system.  These  include  revisions  in  the  old-age,  survivors  and  disability  insur- 
ance system;  provisions  relating  to  health  care  for  the  aged  and  others  (titles 
XVIII  and  XIX)  ;  provisions  relating  to  public  assistance;  tax  provisions  re- 
lating to  senior  citizens,  etc. 

The  details  of  the  President's  proposals  are  contained  in  his  message  which 
is  attached  (House  Document  No.  40).  [See  p.  3.]  It  is  expected  that  the 
bill  will  be  available  in  the  near  future  along  with  a  section-by-section  analysis. 
These  will  be  mailed  to  all  persons  requesting  to  be  heard. 

The  Chairman  stated  that  the  hearings  will  begin  Wednesday,  March  1,  1967. 

Schedule  of  witnesses. — Beginning  Wednesday,  March  1  and  running  through 
Friday,  March  3,  the  Committee  will  hear  Administration  spokesmen.  This 
testimony  will  be  f  ollowed  by  interested  public  witnesses. 

Cutoff  date  for  requests  to  be  heard. — The  cutoff  date  for  requests  to  be  heard 
is  not  later  than  the  close  of  business  Monday,  February  27.  The  requests  should 
be  submitted  to  Leo  H.  Irwin,  Chief  Counsel,  Committee  on  Ways  and  Means, 
1102  L/ongworth  House  Office  Building,  Washington,  D.C.  20515.  Witnesses  will 
be  advised  as  promptly  as  possible  after  the  cutoff  date  as  to  when  they  have 
been  scheduled  to  appear. 

Coordination  of  testimony. — The  limited  time  available  requires  that  all  in- 
terested persons  and  organizations  with  the  same  general  interest  designate  one 
spokesman  to  represent  them  so  as  to  conserve  the  time  of  the  Committee  and 
the  other  witnesses,  prevent  repetition  and  assure  that  all  aspects  of  the  pro- 
posals can  be  given  appropriate  attention. 

The  committee  will  be  pleased  to  receive  from  any  interested  organization 
or  persons  a  written  statement  for  inclusion  in  the  printed  record  of  the  hearing 
in  lieu  of  a  personal  appearance.  These  statements  will  be  given  the  same  full 
consideration  as  though  the  statements  had  been  presented  in  person.  In  such 
cases,  a  minimum  of  three  copies  of  the  statement  should  be  submitted  by  the 
close  of  business  Wednesday,  March  22. 

Contents  of  requests  to  be  heard. — In  order  to  eliminate  repetitious  testimony 
and  to  properly  schedule  witnesses,  it  will  be  necessary  for  the  request  to  be 
heard  to  specify : 

(1)  the  name,  address,  and  capacity  in  which  the  witness  will  appear : 

(2)  the  list  of  persons  or  organizations  the  witness  represents  and  in  the 
case  of  associations  or  organizations,  their  total  membership  and  where 
possible  a  membership  list ; 

(3)  the  amount  of  time  the  witness  desires  in  which  to  present  his  direct 
oral  testimony ; 

(4)  an  indication  of  whether  or  not  the  witness  is  supporting  or  opposing 
the  proposal  or  proposals  on  which  he  desires  to  testify  ;  and 

(5)  a  topical  outline  or  summary  of  the  comments  and  recommendation 
which  the  witness  proposes  to  make. 

If  a  prospective  witness  has  already  submitted  a  request  to  be  heard  on  any 
of  the  subjects  covered  by  this  hearing,  the  request  should  be  resubmitted  furnish- 
ing the  above  information  and  otherwise  conforming  to  the  rules  set  forth  for 
conducting  this  hearing. 

Written  statements. — In  the  case  of  those  persons  who  are  scheduled  to  appear 
and  testify,  it  is  requested  that  60  copies  of  their  written  statements  be  submitted 
24  hours  in  advance  of  their  scheduled  appearance.  If  it  is  desired,  an  additional 
60  copies  may  be  submitted  for  distribution  to  the  press  and  the  interested  public 
on  the  witness'  date  of  appearance. 
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Persons  submitting  a  minimum  of  3  written  statements  in  lieu  of  a  personal 
appearance  may  also,  if  they  desire,  submit  an  additional  60  copies  of  their 
statements  for  distribution  to  the  committee  members  and  the  interested  depart- 
mental and  legislative  staffs,  pending  the  printing  of  the  public  hearings,  which 
will  include  such  statements  along  with  the  oral  testimony  of  those  persons  who 
appear  in  person.  An  additional  60  copies  may  be  submitted  for  the  press  and 
the  interested  public,  if  it  is  desired. 

Format  of  all  written  statements. — To  more  usefully  serve  their  purpose,  all 
written  statements  (those  for  the  purpose  of  personal  appearance  and  those 
submitted  in  lieu  of  a  personal  appearance)  should  contain — 

(1)  a  summary  of  comments  and  recommendations,  and 

(2)  subject  headings  indicating  the  major  points  being  commented  on  in 
the  main  statement. 

The  Chairman.  On  February  20,  1967,  the  Chair,  at  the  request  of 
the  administration,  introduced  the  bill  which  contains  the  administra- 
tion proposals,  H.E.  5710  in  order  to  make  it  generally  available  to 
the  public  for  study. 

Without  objection,  there  will  be  included  at  this  point  in  the  record 
a  copy  of  that  bill. 

(The bill,  H.E.  5710,  follows :) 

[H.R.  5710,  90th  Cong.,  First  Sess.   Introduced  by  Mr.  Mills  on  February  20, 1967] 

A  BILL  To  amend  the  Social  Security  Act  to  provide  an  increase  in  benefits  under  the 
old-age,  survivors,  and  disability  insurance  system,  to  provide  benefits  for  additional 
categories  of  individuals,  to  provide  health  insurance  to  the  disabled,  to  improve  the 
public  assistance  program  and  programs  relating  to  the  welfare  and  health  of  children, 
to  revise  the  income  tax  treatment  of  the  aged,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  this  Act,  with  the  following  table  of 
contents,  may  be  cited  as  the  "Social  Security  Amendments  of  1967". 

TABLE  OF  CONTENTS 

TITLE  I— OLD-AGE,  SURVIVORS,  DISABILITY,  AND  HEALTH  INSURANCE 

Part  I— Benefits  Under  the  Old-Age,  Survivors,  and  Disability  Insurance  Program 

Sec.  101.  Increase  in  old-age,  survivors,  and  disability  insurance  benefits. 

Sec.  102.  Special  Minimum  Primary  Insurance  Amount. 

Sec.  103.  Maximum  Amount  of  a  Wife's  or  Husband's  Insurance  Benefit. 

Sec.  104.  Increase  in  Benefits  for  Certain  Individuals  Age  72. 

Sec.  105.  Widow's  Benefits  to  Disabled  Widows  Under  Age  62. 

Sec.  106.  Increase  in  Amount  an  Individual  is  Permitted  to  Earn  without  Suffering  Full 

Deductions  from  Benefits. 
Sec.  107.  Increase  of  Earnings  Counted  for  Benefit  or  Tax  Purposes. 
Sec.  108.  Changes  in  Tax  Schedules. 
Sec.  109.  Disability  Insurance  Trust  Fund. 

Sec.  110.  Elimination  of  Provisions  Denying  Benefits  to  Individuals  Because  of  Membership 
in  Certain  organizations. 

Part  2 — Coverage  Under  the  Old-age,  survivors,  and  Disability  Insurance  Program 

Sec.  115.  Coverage  of  Agricultural  Labor. 

Sec.  116.  Transfer  of  Federal  Employment  Credits. 

Sec.  117.  Coverage  of  Status  of  Shrimpboat  Fishermen  and  Truck  Loaders  and  Unloaders. 
Part  3 — Health  Insurance  Benefits 

Sec.  125.  Health  Insurance  for  the  Disabled. 

Sec.  126.  Health  Insurance  Payments  to  Federal  Facilities. 

Sec.  127.  Inclusion  of  Podiatrists'  Services  under  the  Supplementary  Medical  Insurance 
Program. 

Sec.  128.  Increase  in  Membership  of  the  National  Medical  Review  Committee. 
Sec.  129.  Depreciation  Allowance  for  Purposes  of  Determining  Reasonable  Cost. 
Sec.  130.  Outpatient  Hospital  and  Diagnostic  Specialty  Benefits  for  the  Aged  and  Disabled. 
Sec.  131.  Elimination  of  Requirement  of  Physician  Certification  in  the  Case  of  Inpatient 
Hospital  Services  At  Time  Individual  Becomes  an  Inpatient. 
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Part  4 — Miscellaneous  and  Technical  Amendments 

Sec.  150.  Eligibility  of  Certain  Children  for  Monthly  Benefits. 
Sec.  151.  Eligibility  of  an  Adopted  Child  for  Monthly  Benefits. 
Sec.  152.  Parents'  Insurance  Benefits. 
Sec.  153.  Underpayments. 

Sec.  154.  Simplification  of  Computation  of  Primary  Insurance  Amount  and  Quarter  of 

Coyerage  in  the  Case  of  1937-1951  Wages. 
Sec.  155.  Definition  of  Widow.  Widower,  and  Stepchild. 
Sec.  156.  Extension  of  Time  for  Filing  Report  of  Earnings. 
Sec.  157.  Penalties  for  Failure  to  File  Timely  Reports. 
Sec.  158.  Limitation  on  Payment  of  Retroactiye  Benefits  in  Certain  Cases. 
Sec.  159.  Statute  of  Limitations  for  Self-Employment  Income. 

Sec.  160.  Enrollment  under  Medicare  Based  on  an  Alleged  Data  of  Attainment  of  Age  65 

Sec.  161.  Seryices  of  Interns  and  Residents  As  Inpatient  Hospital  Seryices. 

Sec.  162.  Payment  for  the  Purchase  of  Durable  Medical  Equipment. 

Sec.  163.  Furnishing  Consultatiye  Seryices  to  Laboratories. 

Sec.  164.  Limitation  on  Reduction  of  90  Days  of  Inpatient  Hospital  Seryices. 

Sec.  165.  Medicare  Benefits  to  Indiyiduals  Who  Die  in  Month  of  Attainment  of  Age  65. 

Sec.  166.  Report  of  Board  of  Trustees  to  Congress. 

Sec.  167.  Redesignation  of  Old-Age  Insurance  Benefits. 

TITLE  II— PUBLIC  WELFARE  AMENDMENTS 

Part  1 — -Public  Assistance  amendments 

Sec.  201.  Earnings  Exemptions  of  Public  Assistance  Recipients. 
Sec.  202.  Requirement  for  Meeting  Full  Need. 
Sec.  203.  Income  in  Determining  Eligibility. 

Sec.  204.  Federal  Assistance  in  Meeting  the  Cost  of  Community  Work  and  Training. 
Sec.  205.  Federal  Share  of  Public  Assistance  Expenditures. 

Sec.  206.  Additional  Federal  Payments  to  Meet  Non-Federal  Share  of  Cash  Assistance 
Expenditures. 

Sec.  207.  Temporary  Assistance  for  Migratory  Workers. 

Sec.  208.  Amendments  Making  Permanent  Certain  Proyisions  Relating  to  Public  Assistance. 
Part  2 — Medical  Assistance  Amendments 

Sec.  220.  Limitation  on  Medical  Participation  in  Medical  Assistance. 

Sec.  221.  Determining  Maintenance  of  State  Effort. 

Sec.  222.  Coordination  of  Title  XIX  and  the  Supplementary  Medical  Insurance  Program. 

Sec.  223.  Modification  of  Comparability  Proyision. 

Sec.  224.  Extent  of  Federal  Financial  Participation  in  Certain  Administratiye  Expenses. 

Sec.  225.  Adyisory  Council. 

Sec.  226.  Free  Choice  by  Indiyidual  Eligible  for  Medical  Assistance. 

Part  3 — Child-Welfare  SERyicES  Amendments 

Sec.  235.  Federal  Share  for  Training  Personnel. 
Sec.  236.  Authorization  for  Appropriations. 

Sec.  237.  Projects  for  Experimental  and  Special  Types  of  Child-Welfare  Seryices. 
Part  4 — miscellaneous  and  Technical  Amendments 

Sec.  245.  Permanent  Authority  to  Support  Demonstration  Projects. 
Sec.  246.  Permitting  Partial  Payments  to  States. 

Sec.  247.  Contracts  for  Cooperatiye  Research  or  Demonstration  Projects. 

TITLE  III — IMPROVEMENT  OF  CHILD  HEALTH 

Sec.  301.  Early  Case  Finding  and  Treatment  of  Handicapping  Conditions  of  Children. 

Sec.  302.  Dental  Health  of  Children. 

Sec.  303.  Special  Maternity  and  Infant  Care  Projects. . 

Sec.  304.  Revisions  of  Authorization  for  Maternal  and  Child  Health  Seryices. 
Sec.  305.  Training  for  Health  Care  of  Mothers  and  Children. 

Sec.  306.  Research  in  Maternal  and  Child  Health  Seryices  and  Crippled  Children's  Seryices. 
Sec.  307.  Program  Evaluation  in  Maternal  and  Child  Health  and  Welfare. 
Sec.  30S.  Conforming  or  Technical  Amendments. 

TITLE  IV— GENERAL  PROVISIONS 

Sec.  401.  Social  Work  Manpower  and  Training. 
Sec.  402.  Meaning  of  Secretary. 

TITLE  V— TAX  TREATMENT  OF  THE  AGED 

Sec.  501.  Repeal  of  Retirement  Income  Credit. 

Sec.  502.  Definition  of  Adjusted  Gross  and  Taxable  Income. 

Sec.  503.  Inclusion  of  Certain  Social  Security  and  Railroad  Retirement  Benefits  in  Income. 

Sec.  504.  Special  Exemption  for  Indiyiduals  Age  65  or  More:  Repeal  of  Additional  Exemp- 
tion. 

Sec.  505.  Retirement  Income  Deduction. 

Sec.  506.  Miscellaneous  Amendments. 

Sec.  507.  Effective  Dates. 
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TITLE  I— OLD-AGE,   SURVIVORS,  DISABILITY,  AND  HEALTH 

INSURANCE 

Part  I — Old-Age,  Survivors,  and  Disability  Insurance 

INCREASE   IN    OLD-AGE,    SURVIVORS,    AND   DISABILITY    INSURANCE  BENEFITS 

Sec.  101.  (a)  Section  215(a)  of  the  Social  Security  Act  is  amended  by  striking 
out  the  table  and  inserting  in  lieu  thereof  the  following : 


"TABLE   FOR  DETERMINING   PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM 

FAMILY  BENEFITS 


I 

II 

III 

IV 

V 

(Primary 

(Primary  insurance  bene- 

insurance 

(Primary  insur- 

(Maximum family 

fit  under 

1939  Act,  as 

amount 

(Average  monthly  wage) 

ance  amount) 

benefits) 

modified) 

under  1965 

Act) 

If  an  individual's  primary 

Or  his 

Or  his  average  monthly 

And  the  maximum 

insurance  benefit  (as  de- 

primary 

wage  (as 

determined 

The  amount 

amount  of  bene- 

termined under  subsec. 

insurance. 

under  subsec.  (b))  is— 

referred  to  in  the 

fits  payable  (as 

(d))  is— 

amount 

preceding  para- 

provided in  sec. 

(as  deter- 

graphs of  this 

203(a))  on  the 

mined 

subsection  shall 

basis  of  his  wages 

But  not 

under 

But  not 

be— 

and  self-employ- 

At least — 

more  than — 

subsec. 

At  least — 

more  than — 

ment  income 

(c))  is— 

shall  be— 

$23.08 

$60. 00 

$96 

$70.  00 

$105.  00 

orless 

$23.09 

23.44 

61. 00 

$97 

97 

70.20 

105. 30 

23. 45 

23.  76 

62. 10 

98 

99 

71.50 

107. 30 

23. 77 

24.20 

63.20 

100 

101 

72.70 

109. 11 

24. 21 

24.  60 

64.20 

102 

102 

73. 90 

110. 90 

24.61 

25.00 

65.30 

103 

104 

75. 10 

112.  70 

25. 01 

25. 48 

66. 40 

105 

106 

76.40 

114. 60 

25. 49 

25.  92 

67.  50 

107 

107 

77.70 

116. 60 

25.93 

26.40 

68.  50 

108 

109 

78.  80 

118.  20 

26.41 

26.94 

59.  60 

110 

113 

80. 10 

120.  20 

26. 95 

27.  46 

70.70 

114 

118 

81.  40 

122. 10 

27.  47 

28.00 

71.  70 

119 

122 

82.50 

123.80 

28.  01 

28. 68 

72. 80 

123 

127 

83.  80 

125.  70 

28. 69 

29.  25 

73.  90 

128 

132 

85.00 

127.50 

29.26 

29.  68 

74.  90 

133 

136 

86.20 

129.  30 

29.  69 

30.36 

76.  00 

137 

141 

87.  40 

131. 10 

30.37 

30. 92 

77. 10 

142 

146 

88.  70 

133. 10 

30.  93 

31.36 

78.20 

147 

150 

90.00 

135. 00 

31.  37 

32.00 

79.20 

151 

155 

91. 10 

136.  70 

32.  01 

32.  60 

80.30 

156 

160 

92.40 

138. 60 

32.61 

33. 20 

81.40 

161 

164 

93.  70 

140. 60 

33.  21 

33.88 

82.  40 

165 

169 

94.  80 

142.20 

33.89 

34.  50 

83.  50 

170 

174 

96. 10 

144. 20 

34.51 

35. 00 

84.  60 

175 

178 

97. 30 

146.  00 

35. 01 

35.80 

85. 60 

179 

183 

98. 50 

147. 80 

35. 81 

36.40 

86.  70 

184 

188 

99.  80 

150.  40 

36.  41 

37.  08 

87.80 

189 

193 

101, 00 

154.  40 

37.  09 

37.  60 

88. 90 

194 

197 

102. 30 

157. 60 

37.61 

38.20 

89. 90 

198 

202 

103.  40 

161. 60 

38.  21 

39. 12 

91.00 

203 

207 

104.  70 

165.60 

39. 13 

39. 68 

92. 10 

208 

211 

106.  00 

168. 80 

39.69 

40.33 

93. 10 

212 

216 

107. 10 

172. 80 

40.34 

41. 12 

94.  20 

217 

221 

108.  40 

176.80 

41. 13 

41.  76 

95. 30 

222 

225 

109. 60 

180.  00 

41.77 

42.  44 

96. 30 

226 

230 

110. 80 

184. 00 

42.  45 

43. 20 

97.40 

231 

235 

112. 10 

188.00 

43. 21 

43.  76 

98.  50 

236 

239 

113.  30 

191. 20 

43.  77 

44.44 

99. 60 

240 

244 

114.  60 

195.  20 

44.  45 

44.88 

100. 60 

245 

249 

115.  70 

199.  20 

44.  89 

45.  60 

101.  70 

250 

253 

117.  00 

202.  40 

102. 80 

254 

258 

118. 30 

206. 40 

103.80 

259 

263 

119. 40 

210. 40 

104.90 

264 

267 

120. 70 

213. 60 

106.00 

268 

272 

121.90 

217. 60 

107.00 

273 

277 

123. 10 

221.60 

108. 10 

278 

281 

124.  40 

224. 80 

109. 20 

282 

286 

125.  60 

228. 80 

110.30 

287 

291 

126. 90 

232. 80 

111.30 

292 

295 

128.  00 

236.00 

112.40 

296 

300 

129. 30 

240. 00 

113.  50 

301 

305 

130. 60 

244.00 

1     114. 50 

306 

309 

131.70 

247. 20 
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"TABLE   FOR  DETERMINING  PRIMARY  INSURANCE   AMOUNT  AND  MAXIMUM 
FAMILY  BENEFITS-Continued 


"I 

II 

III 

IV 

V 

(Primary 

(Primary  insurance  bene- 

insurance 

(Primary  insur- 

(Maximum family 

fit  under 

1939  Act,  as 

amount 

(Average  monthly  wage) 

ance  amount) 

benefits) 

modified) 

under  1965 

Act) 

If  an  individual's  primary 

Or  his 

Or  his  average  monthly 

And  the  maximum 

insurance  benefit  (as  de- 

primary 

wage  (as 

determined 

The  amount 

amount  of  bene- 

termined under  subsec. 

insurance 

under  subsec.  (b))  is— 

referred  to  in  the 

fits  payable  (as 

(d))  is- 

amount 

preceding  para- 

provided in  sec. 

(as  deter- 

graphs of  this 

203(a))  on  the 

mined 

subsection  shall 

basis  of  his  wages 

But  not 

under 

But  not 

be— 

and  self-employ- 

At least — 

more  than— 

subsec. 

At  least — 

more  than— 

ment  income 

(c))  is— 

shall  be— 

$115. 60 

$310 

$314 

$133. 00 

$251. 20 

116. 70 

315 

319 

134. 30 

255. 20 

117. 70 

320 

323 

135. 40 

'      258. 40 

118. 80 

324 

328 

136.  70 

262. 40 

119. 90 

329 

333 

137. 90 

266. 40 

121.00 

334 

337 

139. 20 

269. 60 

122. 00 

338 

342 

140. 30 

273. 60 

123. 10 

343 

347 

141.60 

277. 60 

124.20 

348 

351 

142. 90 

280. 80 

125. 20 

352 

356 

144. 00 

284.  80 

126. 30 

357 

361 

145.30 

288. 80 

127. 40 

362 

365 

146. 60 

292. 00 

128.40 

366 

370 

147.  70 

296.00 

129.  50 

371 

375 

149.00 

300.00 

130. 60 

376 

379 

150.20 

303.  20 

131.  70 

380 

384 

151.50 

307.20 

132.  70 

385 

389 

152.  70 

311.20 

133. 80 

390 

393 

153. 90 

314. 40 

134. 90 

394 

398 

155.  20 

318. 40 

135. 90 

399 

403 

156.30 

322. 40 

137. 00 

404 

407 

157. 60 

325. 60 

138. 00 

408 

412 

158.70 

329.60 

139.00 

413 

417 

159. 90 

333. 60 

140.  00 

418 

421 

161.00 

336.  80 

141.00 

422 

426 

162.  20 

340.  80 

142.00 

427 

431 

163.  30 

344.80 

143.00 

432 

436 

164.50 

348.  80 

144.00 

437 

440 

165. 60 

352.00 

145.00 

441 

445 

166. 80 

356.00 

146. 00 

446 

450 

167.  90 

360.  00 

147.00 

451 

454 

169. 10 

361. 60 

148.00 

455 

459 

170.20 

363. 60 

149.00 

460 

464 

171.  40 

365. 60 

150.00 

465 

468 

172.50 

367.  20 

151.00 

469 

473 

173.  70 

369.20 

152. 60 

474 

478 

174. 80 

371.  20 

153.00 

479 

482 

176. 00 

372. 80 

154.00 

483 

487 

177. 10 

347. 80 

155.00 

488 

492 

178.  30 

376. 80 

156.00 

493 

496 

179. 40 

378. 40 

157.00 

497 

501 

180.  60 

380. 40 

158. 00 

502 

506 

181.  70 

382. 40 

159.  00 

507 

510 

182. 90 

384.00 

160.00 

511 

515 

184.00 

386.00 

161.00 

516 

520 

185.  20 

388.00 

162.00 

521 

524 

186. 30 

389. 60 

163.00 

525 

529 

187.50 

391. 60 

164.00 

530 

534 

188.  60 

393. 60 

165.00 

535 

538 

189.  80 

395.20 

166.00 

539 

543 

190. 90 

397.  20 

167.00 

544 

548 

192. 10 

399.20 

168. 00 

549 

551 

193.  20 

400.  40 

552 

555 

194.00 

402.00 

556 

559 

195.00 

403. 60 

560 

562 

196.  00 

404.  80 

563 

566 

197.00 

406. 40 

567 

569 

198.00 

407. 60 

570 

573 

199.00 

409.20 

574 

576 

200.00 

410. 40 

577 

580 

201.  00 

412.00 

581 

583 

202. 00 

413. 20 

584 

587 

203. 00 

414. 80 

588 

591 

204.  00 

416.  40 

592 

594 

205.00 

417.  60 

595 

598 

206.00 

419.  20 

599 

601 

207.00 

420.40 

602 

605 

208.00 

422.00 
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'TABLE   FOR  DETERMINING  PRIMARY  INSURANCE   AMOUNT  AND  MAXIMUM 
FAMILY  BENEFITS-Continued 


"I 

il 

III 

IV 

V 

(Primary- 

(Primary  insurance  bene- 

insurance 

(Primary  insur- 

(Maximum family 

fit  under  1939  Act,  as 

amount 

(Average  monthly  wage) 

ance  amount) 

benefits) 

modified) 

under  1965 

Act) 

If  an  individual's  primary- 

Or  his 

Or  his  average  monthly 

And  the  maximum 

insurance  benefit  (as  de- 

primary 

wage  (as 

determined 

The  amount 

amount  of  bene- 

termined under  subsec. 

insurance 

under  subsec.  (b))  is— 

referred  to  in  the 

fits  payable  (as 

(d))  is- 

amount 

preceding  para- 

provided in  sec. 

(as  deter- 

graphs of  this 

203(a))  on  the 

mined 

subsection  shall 

basis  of  his  wages 

But  not 

under 

But  not 

be— 

and  self-employ- 

At least— 

more  th  an- 

subsec. 

At  least— 

more  than — 

ment  income 

(c))  is- 

shall  be— 

$606 

$608 

$209. 00 

$423. 20 

609 

612 

210. 00 

424. 80 

613 

616 

211.  00 

426. 40 

617 

619 

212. 00 

427. 60 

620 

623 

213. 00 

429.  20 

624 

626 

214.00 

430. 40 

627 

630 

215.  00 

432.  00 

631 

633 

216.  00 

433. 20 

634 

637 

217.  00 

434. 80 

638 

641 

218.  00 

436. 40 

642 

644 

219. 00 

437.  60 

645 

648 

220. 00 

439. 20 

649 

651 

221.  00 

440.40 

652 

655 

222.  00 

442.00 

656 

658 

223. 00 

443.  20 

659 

662 

224.  00 

444. 80 

663 

665 

225. 00 

446.  00 

666 

669 

226. 00 

447. 60 

670 

673 

227. 00 

449.  20 

674 

676 

228.  00 

450.  40 

677 

680 

229.  00 

452.00 

681 

683 

230. 00 

453.  20 

684 

687 

231. 00 

454. 80 

688 

690 

232.  00 

456.  00 

691 

694 

233.  00 

457.  60 

695 

698 

234. 00 

459.  20 

699 

701 

235. 00 

460.40 

702 

705 

236.  00 

462.00 

706 

709 

237.  00 

463.60 

710 

713 

238.00 

465.  20 

714 

716 

239.00 

466.40 

717 

720 

240. 00 

468.00 

721 

724 

241.00 

469.60 

725 

728 

242.  00 

471.  20 

729 

732 

243. 00 

472. 80 

733 

735 

244.00 

474.00 

736 

739 

245.  00 

475.60 

740 

743 

246.00 

477.  20 

744 

747 

247.  00 

478.80 

748 

750 

248.00 

480.00 

751 

754 

249. 00 

481.60 

755 

758 

250.00 

483.  20 

759 

762 

251.00 

484. 80 

763 

766 

252. 00 

486.40 

767 

769 

253. 00 

487.  60 

770 

773 

254. 00 

489. 20 

774 

777 

255. 00 

490.  80 

778 

781 

256.00 

492.40 

782 

785 

257.00 

494.00 

786 

788 

258.  00 

495. 20 

789 

792 

259. 00 

496. 80 

793 

796 

260.00 

498.40 

797 

800 

261.00 

500.00 

801 

804 

262.00 

501.60 

805 

807 

263.00 

502.80 

808 

811 

264.00 

504.40 

812 

815 

265.  00 

506.00 

816 

819 

266.00 

507.60 

820 

823 

267.00 

509.  20 

824 

826 

268.00 

510.40 

827 

830 

269.00 

512.  00 

831 

834 

270.00 

513.  60 

835 

838 

271.00 

515.  20 

839 

842 

272.00 

516.80 

843 

845 

273.00 

518.00 
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•TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT   AND  MAXIMUM 
FAMILY  BENEFITS— Continued 


'I 

II 

III 

IV 

V 

(Primary 

(Primary  insurance  bene- 

insurance 

(Primary  insur- 

(Maximum family 

fit  under  1 

939  Act,  as 

amount 

(Average  monthly  wage) 

ance  amount") 

benefits) 

modified) 

under  1965 

Act) 

If  an  individual's  primary 

Or  his 

Or  his  average  monthly 

And  the  maximum 

insurance  benefit  (as  de- 

primary 

wage  (as 

determined 

The  amount 

amount  of  bene- 

termined under  subsec. 

insurance 

under  subsec.  (b))  is — 

referred  to  in  the 

fits  payable  (as 

(d))  is- 

amount 

preceding  para- 

provided in  sec. 

(as  deter- 

graphs of  this 

203(a))  on  the 

mined 

subsection  shall 

basis  of  his  wages 

But  not 

under 

But  not 

be— 

and  self-employ- 

At least — 

more  than— 

subsec. 

At  least— 

more  than— 

ment  income 

(c))  is— 




shall  be— 



$846 

$849 

$274.00 

$519.  60 

850 

853 

275.00 

521.  20 

854 

857 

276.00 

522. 80 

858 

861 

277.00 

524.  40 

862 

864 

278.00 

525.  60 

865 

868 

279.  00 

527.  20 

869 

872 

280.00 

528.  80 

873 

876 

281.  00 

530.  40 

877 

880 

2S2>  00 

532.  00 

SSI 

883 

283.  00 

533. 20 

884 

887 

284.00 

534.  80 

888 

891 

285.  00 

536.  40 

892 

895 

286.  00 

538.00 

896 

899 

287.00 

539.60 

900 

900 

288.00 

540.00" 

(b)  Section  203(a)  of  such  Act  is  amended  by  striking  out  paragraph  (2) 
and  inserting  in  lieu  thereof  the  following : 

"(2)  when  two  or  more  persons  were  entitled  (without  the  application 
of  section  202(j)(l)  and  section  223(b))  to  monthly  benefits  under  section 
202  or  223  for  June  1967  on  the  basis  of  the  wages  and  self -employment  income 
of  such  insured  individual,  such  total  of  benefits  for  any  month  which  begins 
after  May  1967  shall  not  be  reduced  to  less  than  the  larger  of — 

"(A)  the  amount  determined  under  this  subsection  without  regard  to 
this  paragraph,  or 

"(B)  an  amount  equal  to  the  sums  of  the  amounts  derived  by  multi- 
plying the  benefit  amount  determined  under  this  title   (including  this 
subsection,  but  without  the  application  of  section  222(b),  section  202 (q), 
and  subsection  (b),  (c),  and  (d)  of  this  section),  as  in  effect  prior  to 
June  1967,  for  each  such  person  for  June  1967,  by  115  percent  and  raising 
each  such  increased  amount,  if  it  is  not  a  multiple  of  $0.10,  to  the  next 
higher  multiple  of  $0.10 ; 
but  in  any  such  case  (i)  paragraph  (1)  of  this  subsection  shall  not  be  applied 
to  such  total  of  benefits  after  the  application  of  this  subparagraph,  and  (ii) 
if  section  202 (k)  (2)  (A)  was  applicable  in  the  case  of  any  such  benefits  for 
June  1967,  and  ceases  to  apply  after  such  month,  the  provisions  of  subpara- 
graph (B)  shall  be  applied,  for  and  after  the  month  in  which  such  section 
202 (k)  (2)  (A)  ceases  to  apply,  as  though  paragraph  (1)  had  not  been  applicable 
to  such  total  of  benefits  for  June  1967  or". 

(c)  Section  215(b)  of  such  Act  is  amended  by  striking  out  paragraphs  (4) 
and  (5)  and  inserting  in  lieu  thereof  the  following  new  paragraph: 

"(4)  The  provisions  of  this  subsection  shall  be  applicable  only  in  the  case 
of  an  individual — 

"(A)  who  becomes  entitled,  after  May  1967,  to  benefits  under  section 
202(a)  or  section  223;  or 

"(B)  who  dies  after  May  1967  without  being  entitled  to  benefits  under 
section  202  ( a )  or  section  223 ;  or 

"(C)  whose  primary  insurance  amount  is  required  to  be  recomputed  under 
subsection  (f)  (2)." 

(d)  Section  215(c)  of  such  Act  is  amended  to  read  as  follows: 
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"Primary  Insurance  Amount  Under  1965  Act 

"(c)  (1)  For  the  purposes  of  column  II  of  the  table  appearing  in  subsection 
(a)  of  this  section,  an  individual's  primary  insurance  amount  shall  be  com- 
puted on  the  basis  of  the  law  in  effect  prior  to  the  Social  Security  Amendments 
of  1967. 

"(2)  The  provisions  of  this  subsection  shall  be  applicable  only  in  the  case 
of  an  individual  who  became  entitled  to  benefits  under  section  202(a)  or  section 
223  before  June  1967  or  who  died  before  such  month." 

(e)  Section  215(d)  of  such  Act  is  amended  by  striking  out  paragraph  (3). 

(f )  The  amendments  made  by  this  section  shall  apply  with  respect  to  monthly 
benefits  under  title  II  of  the  Social  Security  Act  for  months  after  May  1967  and 
with  respect  to  lump-sum  death  payments  under  such  title  in  the  case  of  deaths 
occurring  after  such  month. 

(g)  If  an  individual  was  entitled  to  a  disability  insurance  benefit  under 
section  223  of  the  Social  Security  Act  for  May  1967  and  became  entitled  to 
old-age  insurance  benefits  under  section  202(a)  of  such  Act  for  June  1967,  or 
he  died  in  such  month,  then,  for  purposes  of  section  215(a)  (4)  of  the  Social 
Security  Act  (if  applicable)  the  amount  in  column  IV  of  the  table  appearing 
in  such  section  215(a)  for  such  individual  shall  be  the  amount  in  such  column 
on  the  line  on  which  in  column  II  appears  his  primary  insurance  amount  (as 
determined  under  section  215(c)  of  such  Act)  instead  of  the  amount  in  column 
IV  equal  to  his  disability  insurance  benefit. 

SPECIAL  MINIMUM  PRIMARY  INSURANCE  AMOUNT 

Sec.  102.  (a)  Section  215(a)  of  the  Social  Security  Act  is  amended  by  striking 
out  "or"  at  the  end  of  paragraph  (3),  by  striking  out  the  period  at  the  end  of 
paragraph  (4)  and  inserting  in  lieu  thereof  " ;  or",  and  by  inserting  after 
paragraph  (4)  the  following : 

"(5)  An  amount  equal  to  $4  multiplied  by  his  years  of  coverage. 
For  purposes  of  paragraph  (5),  an  individual's  'years  of  coverage'  is  the  number 
(not  exceeding  25)  equal  to  the  sum  of  (A)  the  number  (not  exceeding  14  and 
disregarding  any  fraction)  determined  by  dividing  the  total  of  the  wages 
credited  to  him  for  years  after  1936  and  before  1951  by  $900,  plus  (B)  the 
number  equal  to  the  number  of  years  after  1950  each  of  which  is  a  computation 
base  year  (within  the  meaning  of  subsection  (b)(2)(C))  and  in  each  of  which 
he  is  credited  with  wages  and  self-employment  income  of  not  less  than  25  percent 
of  the  maximum  amount  which,  pursuant  to  subsection  (e),  may  be  counted 
for  each  such  year." 

(b)  Section  203(a)  of  such  Act  is  amended  by  adding  immediately  after 
paragraph  (3)  thereof  the  following  new  sentence:  "For  purposes  of  this  sub- 
section, if  the  primary  insurance  amount  of  an  individual  does  not  appear  in 
column  IV  of  the  table  in  section  215(a),  the  reference  to  the  amount  appearing 
in  column  V  of  such  table  shall  be  treated  as  referring  to  the  amount  on  the 
line  on  which  the  next  higher  primary  insurance  amount  appears." 

(c)  Section  215(f)  (2)  (C)  of  such  Act  is  amended  by  striking  out  "(1)  and 
(3)''  and  inserting  in  lieu  thereof  "(1),  (3),  and  (5)". 

(d)  The  amendments  made  by  subsections  (a),  (b),  and  (c)  shall  apply  with 
respect  to  monthly  insurance  benefits  under  title  II  of  the  Social  Security  Act 
for  months  after  May  1967  and  with  respect  to  lump-sum  death  payments  under 
such  title  in  the  case  of  deaths  occurring  after  such  month. 

MAXIMUM  AMOUNT  OF  A  WIFE'S'  OR  HUSBAND'S  INSURANCE  BENEFIT 

Sec.  103.  (a)  Section  202(b)  (2)  of  the  Social  Security  Act  is  amended  to 
read  as  follows : 

"(2)  Except  as  provided  in  subsection  (q),  such  wife's  insurance  benefit  for 
each  month  shall  be  equal  to  whichever  of  the  following  is  the  smaller:  (A) 
one-half  of  the  primary  insurance  amount  of  her  husband  (or,  in  the  case  of  a 
divorced  wife,  her  former  husband)  for  such  month,  or  (B)  $90." 
(b)  Section  202  (c)(3)  of  such  Act  is  amended  to  read  as  follows : 
"(3)  Except  as  provided  in  subsection  (q),  such  husband's  insurance  benefit 
for  each  month  shall  be  equal  to  whichever  of  the  following  is  the  smaller:  (A) 
one-half  of  the  primary  insurance  amount  of  his  wife  for  such  month,  or  (B) 
$90." 


SOCIAL  SECURITY  AMENDMENTS  OF  196T 


33 


(c)  The  amen dments  made  by  subsections  (a)  and  (b)  shall  apply  with  re- 
spect to  monthly  insurance  benefits  under  title  II  of  the  Social  Security  Act  for 
months  after  May  1967. 

IXCBEASE  IX  BENEFITS  FOB  CEBTAIX  IXDIVIDT7ALS  AGE  7  2 

Sec.  104.  (a)(1)  Section  227(a)  of  the  Social  Security  Act  is  amended  by 
striking  out  1  '$35"  and  inserting  in  lieu  thereof  "$50",  and  by  striking  out 
'•$17.50"  and  inserting  in  lieu  thereof  ••$25". 

(2)  Section  227(b)  of  such  Act  is  amended  by  striking  out  in  the  second 
sentence  "$35"  and  inserting  in  lieu  thereof  ".$50". 

(b)  (1)  Section  228(b)  (1)  of  such  Act  is  amended  by  striking  out  "$35"  and 
inserting  in  lieu  thereof  "$50". 

(2)  Section  228(b)  (2)  of  such  Act  is  amended  by  striking  out  "$85"  and  in- 
serting in  lieu  thereof  "$50"  and  by  striking  out  "$17.50"  and  inserting  in  lieu 
thereof  "825". 

(3)  Section  228(c)  (2)  of  such  Act  is  amended  by  striking  out  "817.50"  and 
inserting  in  lieu  thereof  "$25". 

(4)  Section  228(c)  (3)  (A)  of  such  Act  is  amended  by  striking  out  "$35"  and 
inserting  in  lieu  thereof  "$50". 

(5)  Section  228(c)  (3)  (B)  of  such  Act  is  amended  by  striking  out  "817.50'" 
and  inserting  in  lieu  thereof  "$25". 

(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply  with  re- 
spect to  monthly  insurance  benefits  under  title  II  of  the  Social  Security  Act 
for  months  after  May  1967. 

widow's  benefits  to  disabled  widows  UNDEB  AGE  62 

Sec.  105.  (a)  (1)  Paragraph  1(B)  of  section  202(  e  i  of  the  Social  Security  Act 
is  amended  to  read  as  follows  : 

"(B)  (i)  has  attained  age  60  or  (ii)  is  under  a  disablity  (as  defined  in 
section  223(c)(2))  which  began  before  the  end  of  the  period  specified  in 
paragraph  (5),". 

(2)  So  much  of  section  202(e)  (1)  of  such  Act  as  follows  subparagraph  (E) 
is  amended  to  read  as  follows  :  •"shall  be  entitled  to  a  widow's  insurance  benefit 
for  each  month,  beginning  with — 

"(F)  if  she  is  entitled  on  the  basis  of  having  attained  age  60.  the  first  month 
in  which  she  becomes  so  entitled  to  such  insurance  benefits,  or 

"(G)  if  she  is  entitled  on  the  basis  of  being  under  a  disability.  I  i )  the  first 
month  after  her  waiting  period  (as  defined  in  paragraph  (6))  in  which  she 
becomes  so  entitled  to  such  insurance  benefits,  or  ( ii )  the  first  month  during 
all  of  which  she  is  under  a  disability  and  in  which  she  becomes  so  entitled  to 
such  insurance  benefits,  but  only  if  such  first  month  occurs  1 1 1  in  the  period 
specified  in  paragraph  (5)  and  (II)  after  the  month  in  which  her  previous 
entitlement  to  insurance  benefits  under  this  subsection  on  the  basis  of  being 
under  a  disability  terminated, 
and  ending  with  the  month  preceding  the  first  month  in  which  any  of  the  follow- 
ing occurs :  she  remarries,  dies,  or  becomes  entitled  to  an  old-age  insurance  bene- 
fit equal  to  or  exceeding  82%  percent  of  the  primary  insurance  amount  of  such 
deceased  individual,  or  the  third  month  following  the  month  in  which  her  dis- 
ability ceases  (unless  she  attains  age  62  on  or  before  the  last  day  of  such  third 
month) ." 

(3)  Section  202(e)  (1)  of  such  Act  is  further  amended  by  adding  at  the  end 
thereof  the  following  sentence :  "No  payment  under  this  paragraph  may  be 
made  to  a  widow  or  surviving  divorced  wife  entitled  to  benefits  on  the  basis  of 
being  under  a  disability  who  would  not  meet  the  definition  of  disability  in  sec- 
tion 223(c)  (2).  except  for  subparagraph  (B)  therefor,  for  any  month  in  which 
she  engages  in  substantial  gainful  activity." 

(4)  Section  202(e)  of  such  Act  is  further  amended  by  adding  after  paragraph 
(4)  thereof  the  following  new  paragraphs  : 

"(5)  The  period  referred  to  in  paragraph  (1)  (B)  (ii)  means,  in  the  case  of 
any  widow  or  surviving  divorced  wife,  the  period  beginning  with  whichever  of 
the  following  is  the  latest : 

"(A)  the  month  in  which  the  fully  insured  individual  referred  to  in  para- 
graph (1)  died,  or 

"(B)  the  last  month  for  which  she  was  entitled  to  mother's  insurance  bene- 
fits on  the  basis  of  the  wages  and  self-employment  income  of  such  individual, 
or 
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"(C)  the  month  in  which  her  previous  entitlement  to  widow's  insurance 
benefits  on  the  basis  of  such  wages  and  self-employment  income  terminated 
because  her  disability  had  ceased, 
and  ending  with  the  month  before  the  month  she  attains  age  62,  or,  if  earlier, 
the  close  of  the  eighty-fourth  month  following  the  month  with  which  such  period 
began. 

"(6)  The  waiting  period  referred  to  in  paragraph  (1)  means,  in  the  case  of 
any  widow  or  surviving  divorced  wife,  the  earliest  period  of  six  consecutive 
calendar  months — 

"(A)  throughout  which  the  applicant  for  widow's  insurance  benefits  has 
been  under  a  disability,  and 

"(B)  which  begins  not  earlier  than  with  whichever  of  the  following  is  the 
later:  (i)  the  first  day  of  the  eighteenth  month  before  the  month  in  which 
such  application  is  filed,  or  (ii)  the  first  day  of  the  sixth  month  before  the 
month  in  which  the  period,  specified  in  paragraph  (5),  begins." 
(5)  Section  202 (q)  (5)  of  such  Act  is  amended  by  adding  at  the  end  thereof 
the  following  new  subparagraph : 

"(E)  A  widow's  insurance  benefit,  reduced  as  provided  in  paragraph  (1),  for 
a  month  in  which  she  is  entitled  to  benefits  on  the  basis  of  being  under  a  disa- 
bility (if  such  month  occurs  before  the  month  in  which  she  attains  age  62) 
which  began  before  the  end  of  the  period  specified  in  subsection  (e)  (5)  shall 
be  reduced  by  the  amount  such  widow's  insurance  benefit  would  be  reduced 
under  such  paragraph  had  such  individual  attained  age  62  in  the  first  month 
in  which  she  was  entitled  to  such  benefits  on  the  basis  of  being  under  such 
disability." 

(•b)  (1)  Section  203(c)  of  such  Act  is  amended  by  striking  out  in  the  third 
sentence  "or  any  subsequent  month."  and  inserting  in  lieu  thereof  "or  any 
subsequent  month ;  nor  shall  any  deduction  be  made  under  this  subsection  from 
any  widow's  insurance  benefit  for  the  month  in  which  the  widow  or  surviving 
divorced  wife  has  not  attained  age  62  and  is  entitled  to  such  benefits  on  the  basis 
of  being  under  a  disability." 

(2)  The  third  sentence  of  section  203(f)  (1)  of  such  Act  is  amended  by  strik- 
ing out  "or  (D)"  and  inserting  in  lieu  thereof  the  following:  "(D)  prior  to  the 
month  such  individual  attains  age  62,  if  such  individual  is  entitled  to  widow's 
insurance  benefits  for  such  month  on  the  basis  of  being  under  a  disability,  or 
(E)". 

(3)  Section  203(f)  (2)  of  such  Act  is  amended  by  striking  out  "and  (D)"  and 
inserting  in  lieu  thereof  "(D),  and  ( E ) ". 

(4)  Section  203(f)(4)  of  such  Act  is  amended  by  striking  out  "(D)"  and 
inserting  in  lieu  thereof  "(E)". 

(c)  Section  216(i)  (1)  of  such  Act  is  amended  by  inserting  "202(e),"  after 
"202(d),". 

(d)  (1)  Section  222(a)  of  such  Act  is  amended  by  inserting  "disabled  individ- 
uals under  age  62  who  are  entitled  to  widow's  insurance  benefits"  after  "deter- 
mination of  disability,". 

(2)  Section  222(b)  (1)  of  such  Act  is  amended  by  striking  out  "child's  insur- 
ance benefits  or  if"  and  inserting  in  lieu  thereof  "child's  insurance  benefits,  a 
widow  or  surviving  divorced  wife  who  has  not  attained  age  62  and  is  entitled 
to  widow's  insurance  benefits  on  the  basis  of  being  under  a  disability,  or". 

(e)  (1)  Section  222(c)  (1)  of  such  Act  is  amended  by  striking  out  "or  202(d)" 
and  inserting  in  lieu  thereof  ",  202(d) ,  202(e) ". 

(2)  The  first  sentence  of  section  222(c)  (3)  of  such  Act  is  amended  to  read 
as  follows:  "A  period  of  trial  work  for  any  individual  shall  begin  (i)  in  the 
case  of  an  individual  entitled  to  disability  insurance  benefits,  with  the  month  in 
which  he  becomes  entitled  to  such  benefits,  (ii)  in  the  case  of  a  widow  or 
surviving  divorced  wife  who  has  not  attained  age  62  and  who  is  entitled  to 
widow's  insurance  benefits  on  the  basis  of  being  under  a  disability,  with  the 
month  in  which  she  becomes  entitled  to  such  benefits,  or  (iii)  in  the  case  of  an 
individual  who  has  attained  age  18  and  is  entitled  to  benefits  under  section  202(d) 
( and  is  under  a  disability ) ,  with  the  month  in  which  he  becomes  entitled  to  such 
benefits,  or  the  month  in  which  he  attains  age  18,  whichever  is  later." 

(f )  (1)  Section  222(d)  (1)  of  such  Act  is  amended  by  inserting  "or"  at  the  end 
of  subparagraph  (B),  and  by  inserting  after  subparagraph  (B)  the  following 
new  subparagraph : 

"(C)  entitled  to  widow's  insurance  benefits  under  section  202(e)  before 
having  attained  age  62  (and  are  under  a  disability),". 
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(2)  Section  222(d)  (1)  of  such  Act  is  further  amended  by  striking  out  in  the 
first  sentence  "who  have  attained  age  18  and  are  under  a  disability,"  and  insert- 
ing in  lieu  thereof  the  following:  "who  have  attained  age  18  and  are  under  a 
disability,  the  benefits  under  section  202(e)  for  widows  and  surviving  divorced 
wives  who  have  not  attain  age  62  and  are  under  a  disability,". 

(g)  (1)  Section  225  of  such  Act  is  amended  by  inserting  in  the  first  sentence 
after  "under  section  202(d),"  the  following:  "or  that  a  widow  or  surviving  di- 
vorced wife  who  has  not  attained  age  62  and  is  entitled  to  benefits  under  section 
202(e)  on  the  basis  of  being  under  a  disability,". 

(2)  Section  225  of  such  Act  is  further  amended  by  striking  out  in  the  first 
sentence  "223  or  202(d)"  and  inserting  in  lieu  thereof  "202(d),  202(e),  or 
223". 

(h)  The  amendments  made  by  this  section  shall  apply  only  with  respect  to 
monthly  insurance  benefits  under  title  II  of  the  Social  Security  Act  for  and  after 
the  second  month  following  the  month  in  which  this  Act  is  enacted,  but  only 
on  the  basis  of  applications  for  such  benefits  filed  in  or  after  the  month  in 
which  this  Act  is  enacted. 

(i)  Where — 

(1)  two  or  more  persons  were  entitled  (without  the  application  of  sub- 
section (j)  (1)  of  section  202  of  the  Social  Security  Act)  to  monthly  benefits 
under  such  section  202  for  the  effective  month  (as  hereinafter  defined)  on  the 
basis  of  the  wages  and  self-employment  income  of  a  deceased  individual,  and 
one  or  more  of  such  persons  is  entitled  to  monthly  benefits  under  subsection 
(g)  of  such  section  202  for  such  effective  month,  and 

(2)  no  person,  other  than  the  persons  referred  to  in  paragraph  (1)  of  this 
subsection,  becomes  entitled  to  benefits  under  such  section  202  on  the  basis 
of  such  decreased  individual's  wages  and  self-employment  income  for  a  sub- 
sequent month  or  for  any  month  after  the  effective  month  and  before  such 
subsequent  month,  but  the  person,  referred  to  in  such  paragraph  (1)  as 
entitled  to  benefits  under  such  subsection  (g) ,  becomes  entitled  to  benefits  under 
subsection  (e)  of  section  202  on  the  basis  of  disability,  and 

(3)  the  total  of  the  benefits  to  which  all  such  persons  are  entitled  under 
section  202  of  such  Act  on  the  basis  of  such  deceased  individual's  wages  and 
self-employment  income  for  such  subsequent  month  is  reduced  by  reason  of 
the  application  of  section  203  ( a )  of  such  Act, 

then  the  amount  of  the  benefit  to  which  each  such  person  referred  to  in  para- 
graph (1)  of  this  subsection  is  entitled  for  such  subsequent  month  shall  be  deter- 
mined without  regard  to  this  section  if,  after  the  application  of  this  section, 
such  benefit  for  such  month  is  less  than  such  benefit  for  the  effective  month. 
The  preceding  provisions  of  this  subsection  shall  not  apply  to  any  monthly  benefit 
of  any  person  for  any  month  beginning  after  the  effective  month  under  this 
section  unless  paragraph  (3)  also  applies  to  such  benefit  for  such  month  of  enti- 
tlement (or  would  so  apply  but  for  the  next  to  the  last  sentence  of  section  203  (a) 
of  the  Social  Security  Act).  For  purposes  of  this  subsection,  "effective  month" 
means  the  first  month  after  the  month  in  which  this  Act  is  enacted. 

INCREASE  IN  AMOrXT  AN   INDIVIDUAL  IS   PERMITTED   TO   EARN    WITHOUT  SUFFER- 
ING FULL  DEDUCTIONS  FROM  BENEFITS 

Sec.  106.  (a)(1)  Paragraphs  (1).  (3),  and  (4)  (B)  of  subsection  (f)  of  sec- 
tion 203  of  the  Social  Security  Act  are  each  amended  by  striking  out  "$125" 
wherever  it  appears  and  inserting  in  lieu  thereof  "$140". 

(2)  Paragraph  (1)  (A)  of  subsection  (h)  of  section  203  of  such  Act  is  amended 
by  striking  out  "$125"  and  inserting  in  lieu  thereof  "$140". 

(b)  The  amendments  made  by  subsection  (a)  shall  apply  with  respect  to  tax- 
able years  ending  after  December  1967. 

increase  of  earnings  counted  for  benefit  and  tax  purposes 

Sec.  107.  (a)  (1)  (A)  Section  209(a)  (4)  of  the  Social  Security  Act  is  amended 
by  inserting  "and  prior  to  1968"  after  "1965". 

(B)  Section  209(a)  of  such  Act  is  further  amended  by  adding  at  the  end 
thereof  the  following  new  paragraphs  : 

"(5)  That  part  of  remuneration  which,  after  remuneration  (other  than  remu- 
neration referred  to  in  the  succeeding  subsections  of  this  section)  equal  to 
$7,800  with  respect  to  employment  has  .been  paid  to  an  individual  during  any 
calendar  year  after  1967  and  prior  to  1971,  is  paid  to  such  individual  during 
any  such  calendar  year ; 
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"(6)  That  part  of  remuneration  which,  after  remuneration  (other  than  remu- 
neration referred  to  in  the  succeeding  subsections  of  this  section)  equal  to 
$9,000  with  respect  to  employment  has  been  paid  to  an  individual  during  any 
calendar  year  after  1970  and  prior  to  1974,  is  paid  to  such  individual  during  any 
such  calendar  year ; 

"(7)  That  part  of  remuneration  which,  after  remuneration  (other  than  remu- 
neration referred  to  in  the  succeeding  subsections  of  this  section )  equal  to  $10,800 
with  respect  to  employment  has  been  paid  to  an  individual  during  any  calendar 
year  after  1973,  is  paid  to  such  individual  during  such  calendar  year ;". 

(2)  (A)  Section  211(b)(1)(D)  of  such  Act  is  amended  by  inserting  "and 
prior  to  1968"  after  "1965",  by  striking  out  " ;  or"  and  inserting  in  lieu  thereof 
" ; and" 

(B)  Section  211(b)  (1)  of  such  Act  is  further  amended  by  adding  at  the  end 
thereof  the  following  new  subparagraphs  : 

"(E)  For  any  taxable  year  ending  after  1967  and  prior  to  1971,  (i)  $7,800, 
minus  (ii)  the  amount  of  the  wages  paid  to  such  individual  during  the  tax- 
able year ;  and 

"(F)  For  any  taxable  year  ending  after  1970  and  prior  to  1974,  (i)  $9,000, 
minus  (ii)  the  amount  of  the  wages  paid  to  such  individual  during  the 
taxable  year ;  and 

"(G)  For  any  taxable  year  ending  after  1973,  (i)  $10,800,  minus  (ii)  the 
amount  of  the  wages  paid  to  such  individual  during  the  taxable  year;  or". 

(3)  (A)  Section  213(a)  (2)  (ii)  of  such  Act  is  amended  by  striking  out  "after 
1965"  and  inserting  in  lieu  thereof  "after  1965  and  before  1968,  or  $7,800  in  the 
case  of  a  calendar  year  after  1967  and  before  1971,  or  $9,000  in  the  case  of  a 
calendar  year  after  1970  and  before  1974,  or  $10,800  in  the  case  of  a  calendar 
year  after  1973". 

(B)  Section  213(a)  (2)  (iii)  of  such  Act  is  amended  by  striking  out  "after 
1965"  and  inserting  in  lieu  thereof  "after  1965  and  prior  to  1968,  or  $7,800  in  the 
case  of  a  taxable  year  ending  after  1967  and  prior  to  1971,  or  $9,000  in  case  of  a 
taxable  year  ending  after  1970  and  prior  to  1974,  or  $10,800  in  the  case  of  a  tax- 
able year  ending  after  1973". 

(4)  Section  215(e)  (1)  of  such  Act  is  amended  by  striking  out  "and  the  excess 
over  $6,600  in  the  case  of  any  calendar  year  after  1965"  and  inserting  in  lieu 
thereof  "the  excess  over  $6,600  in  the  case  of  any  calendar  year  after  1965  and 
before  1968,  the  excess  over  $7,800  in  the  case  of  any  calendar  year  after  1967 
and  before  1971,  the  excess  over  $9,000  in  the  case  of  any  calendar  year  after 
1970  and  before  1974,  and  the  excess  over  $10,800  in  the  case  of  any  calendar  year 
after  1973". 

(b)(1)(A)  Section  1402(b)(1)(D)  of  the  Internal  Revenue  Code  of  1954 
(relating  to  definition  of  self -employment  income)  is  amended  by  inserting  "and 
before  1968"  after  "1065",  and  by  striking  out  "  ;  or"  and  inserting  in  lieu  thereof 
". ;  and.". 

(B)  Section  1402(b)  (1)  of  such  Code  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  subparagraphs  : 

"(E)  for  any  taxable  year  ending  after  1967  and  before  1971,  (i)  $7,800, 
minus  (ii)  the  amount  of  the  wages  paid  to  such  individual  during  the 
taxable  year ;  and 

"(F)  for  any  taxable  year  ending  after  1970  and  before  1974,  (i)  $9,000, 
minus  (ii)  the  amount  of  the  wages  paid  to  such  individual  during  the 
taxable  year ;  and 

"(G)  for  any  taxable  year  ending  after  1973,  (i)  $10,800  minus  (ii)  the 
amount  of  the  wages  paid  to  such  individual  during  the  taxable  year ;  or". 

(2)  (A)  Section  3121(a)  (1)  of  such  Code  (relating  to  definition  of  wages)  is 
amended  bv  striking  out  "$6,600"  each  place  it  appears  and  inserting  in  lieu 
thereof  "$7,800". 

(B)  Effective  with  remuneration  paid  after  1970,  section  3121(a)  (1)  of  such 
Code  is  amended  by  striking  out  "$7,800"  each  place  it  appears  and  inserting  in 
lieu  thereof  "$9,000". 

(C)  Effective  with  remuneration  paid  after  1973,  section  3121(a)  (1)  of  such 
Code  is  amended  by  striking  out  "$9,000"  each  place  it  appears  and  inserting  in 
lieu  thereof  "$10,800". 

(3)  (A)  The  second  sentence  of  section  3122  of  such  Code  (relating  to  Fed- 
eral service)  is  amended  by  striking  out  "$6,600"  and  inserting  in  lieu  thereof 
"$7,800". 
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(B)  Effective  with  remuneration  paid  after  1970,  the  second  sentence  of 
section  3122  of  such  Code  is  amended  by  striking  out  "$7,800"  and  inserting  in 
lieu  thereof  "$9,000". 

(C)  Effective  with  remuneration  paid  after  1973,  the  second  sentence  of  sec- 
tion 3122  of  such  Code  is  amended  by  striking  out  "$9,000"  and  inserting  in  lieu 
thereof  "$10,800". 

(4)  (A)  Section  3125  of  such  Code  (relating  to  returns  in  the  case  of  gov- 
ernmental employees  in  Guam,  American  Samoa,  and  the  District  of  Columbia) 
is  amended  by  striking  out  "$6,600"  where  it  appears  in  subsections  (a),  (b), 
and  (c)  and  inserting  in  lieu  thereof  "$7,800". 

(B)  Effective  with  remuneration  paid  after  1970,  section  3125  of  such  Code 
is  amended  by  striking  out  "$7,800"  where  it  appears  in  subsections  (a),  (b), 
and  (c)  and  inserting  in  lieu  thereof  "$9,000". 

(C)  Effective  with  remuneration  paid  after  1973,  section  3125  of  such  Code 
is  amended  by  striking  out  "$9,000"  where  it  appears  in  subsections  (a),  (b), 
and  (c)  and  inserting  in  lieu  thereof  "$10,800". 

(5)  Section  6413(c)  (1)  of  such  Code  (relating  to  special  refunds  of  employ- 
ment taxes )  is  amended — 

(A)  by  inserting  "prior  to  the  calendar  year  1968"  after  "the  calendar  year 
1965", 

(B)  by  inserting  after  "exceed  $6,600,"  the  following:  "or  (D)  during  any 
calendar  year  after  the  calendar  year  1967  and  prior  to  the  calendar  year 
1971,  the  wages  received  by  him  during  such  year  exceed  $7,800,  or  (E)  during 
any  calendar  year  after  the  calendar  year  1970  and  prior  to  the  calendar 
year  1974,  the  wage's  received  by  him  during  such  year  exceed  $9,000,  or  (F) 
during  any  calendar  year  after  the  calendar  year  1973,  the  wages  received  by 
him  during  such  year  exceed  $10,800,"  and 

(C)  by  inserting  before  the  period  at  the  end  thereof  the  following:  "and 
before  1968,  or  which  exceeds  the  tax  with  respect  to  the  first  $7,800  of  such 
wages  received  in  such  calendar  year  after  1967  and  before  1971,  or  which 
exceeds  the  tax  with  respect  to  the  first  $9,000  of  such  wages  received  in  such 
calendar  year  after  1970  and  before  1974,  or  which  exceeds  the  tax  with 
respect  to  the  first  $10,800  after  1973". 

(6)  Section  6413(c)  (2)  (A)  of  such  Code  (relating  to  refunds  of  employment 
taxes  in  the  case  of  Federal  employees)  is  amended  by  striking  out  "or  $6,600 
for  any  calendar  year  after  1965"  and  inserting  in  lieu  thereof  "$6,600  for.  the 
calendar  year  1966  or  1967,  or  $7,800  for  the  calendar  years  1968,  1969,  or  1970, 
or  $9,000  for  the  calendar  years  1971,  1972,  or  1973,  or  $10,800  for  any  calendar 
year  after  1973". 

(c)  The  amendments  made  by  subsections  (a)(1)  and  (a)(3)(A),  and  the 
amendments  made  by  subsection  (b)  (except  paragraph  (1)  thereof),  shall 
apply  only  with  respect  to  remuneration  paid  after  December  1967.  The  amend- 
ments made  by  subsections  (a)(2),  (a)(3)(B),  and  (b)(1)  shall  apply  only 
with  respect  to  taxable  years  ending  after  1967.  The  amendment  made  by  sub- 
section (a)  (4)  shall  apply  only  with  respect  to  calendar  years  after  1967. 

CHANGES  IN  TAX  SCHEDULES 

Sec.  108.  (a)  Section  3101(a)  of  the  Internal  Revenue  Code  of  1954  (relating 
to  rate  of  tax  on  employees  under  the  Federal  Insurance  Contributions  Act)  is 
amended  by  striking  out  in  paragraph  (3)  "4.4"  and  inserting  in  lieu  thereof 
"4.5",  and  by  striking  out  in  paragraph  (4)  "4.85"  and  inserting  in  lieu  thereof 
"5.0". 

(b)  Section  3111(a)  of  the  Internal  Revenue  Code  of  1954  (relating  to  rate  of 
tax  on  employers  under  the  Federal  Insurance  Contributions  Act)  is  amended 
by  striking  out  in  paragraph  (3)  "4.4"  and  inserting  in  lieu  thereof  "4.5",  and  by 
striking  out  in  paragraph  (4)  "4.85"  and  inserting  in  lieu  thereof  "5.0". 

(c)  Section  1401  of  the  Internal  Revenue  Code  of  1954  (relating  to  the  rate 
of  tax  under  the  Self -Employment  Contributions  Act)  is  amended  by  striking 
out  in  paragraph  (3)  of  subsection  (a)  "6.6"  and  inserting  in  lieu  thereof  "6.8". 

(d)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply  only  with 
respect  to  remuneration  paid  after  December  31,  1968.  The  amendment  made  by 
subsection  (c)  shall  apply  only  with  respect  to  taxable  years  beginning  after 
December  31, 1968. 
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DISABILITY  INSURANCE  TRUST  FUND 

Sec.  109.  (a)  Section  201(b)  (1)  of  the  Social  Security  Act  is  amended  by— 

(1)  inserting  "(A)"  after  "(1)"; 

(2)  striking  out  "1954,  and"  and  inserting  in  lieu  thereof  "1954,  ( B ) "  ; 

(3)  inserting  "and  before  January  1,  1968,"  after  "December  31,  1965,"  ;  and 

(4)  inserting  after  "so  reported,"  the  following:  "(O)  0.85  of  1  per  centum 
of  the  wages  (as  so  defined)  paid  after  December  31,  1967,  and  before  Janu- 
ary 1,  1969,  and  so  reported,  and  (D)  0.95  of  1  per  centum  of  the  wages  (as  so 
defined )  paid  after  December  31, 1968,  and  so  reported,". 

( b )  Section  201  ( b )  ( 2 )  of  such  Act  is  amended  by— 

(1)  inserting  "(A)"  after  "(2)"; 

(2)  striking  out  "1966,  and"  and  inserting  in  lieu  thereof  "1966,  (B)";  and 

(3)  inserting  "after  December  31,  1965,"  the  following:  "and  before  Janu- 
ary 1,  1968,  (C)  0.6375  of  1  per  centum  of  the  amount  of  self -employment  in- 
come (as  so  defined)  so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31,  1967,  and  before  January  1,  1969,  and  (D)  0.7125  of  1  per  centum  of 
the  amount  of  self -employment  income  (as  so  defined)  so  reported  for  any 
taxable  year  beginning  after  December  31,  1968,". 

ELIMINATION  OF  PROVISIONS  DENYING  BENEFITS  TO  INDIVIDUALS  BECAUSE  OF 
MEMBERSHIP  IN  CERTAIN  ORGANIZATIONS 

Sec.  110.  (a)  Section  103(b)  of  the  Social  Security  Amendments  of  1965  is 
amended  by  striking  out  paragraphs  (1)  and  (2),  by  striking  out  "(3)"  in  the 
first  sentence,  and  by  striking  out  "Paragraph  (3)"  in  the  second  sentence  and 
inserting  in  lieu  thereof  "This  subsection". 

(b)  Section  104(b)  of  the  Social  Security  Amendments  of  1965  is  amended 
by  striking  out  "(b)  (1)"  and  inserting  in  lieu  thereof  "(b)",  and  by  striking 
out  paragraph  (2). 

(c)  (1)  Section  202  ( u )  of  the  Social  Security  Act  is  repealed. 

(2)  Section  228(f)  of  such  Act  is  amended  by  striking  out  "and  (u)". 

(d)  (1)  Section  210(a)  (17)  of  such  Act  is  repealed,  and  paragraphs  (18) 
and  (19)  are  redesignated  as  (17)  and  (18),  respectively. 

(2)  Section  3121(b), (17)  of  the  Internal  Revenue  Code  of  1954  is  repealed, 
and  paragraphs  (18)  and  (19)  are  redesignated  as  (17)  and  (18),  respectively. 

(e)  (1)  The  amendments  made  by  subsections  (a)  and  (b)  shall  take  effect 
July  30,  1965,  as  though  they  had  been  incorporated  in  the  Social  Security 
Amendments  of  1965  as  enacted  on  that  date. 

(2)  The  amendments  made  by  subsection  (d)  shall  apply  with  respect  to 
services  performed  on  or  after  the  first  day  of  the  calendar  quarter  which  com- 
mences after  the  date  of  enactment  of  this  Act. 

Part  2 — Coverage  Under  the  Old- Age,  Survivors,  and  Disability 
Insurance  Program 

coverage  of  agricultural  labor 

Sec.  115.  (a)  Section  209(h)  (2)  of  the  Social  Security  Act  is  amended  by 
striking  out  "$150"  and  inserting  in  lieu  thereof  "$50",  and  by  striking  out 
"twenty"  and  inserting  in  lieu  thereof  "ten". 

(b)  Section  213(a)  (2)  (iv)  of  such  Act  is  amended  by  striking  out  "$100"  and 
inserting  in  lieu  thereof  "$50" ;  by  striking  out  "$200"  each  time  it  appears  and 
inserting  in  lieu  thereof  "$100" ;  by  striking  out  "$300"  each  time  it  appears 
and  inserting  in  lieu  thereof  "$150" ;  and  by  striking  out  "$400"  each  time  it 
appears  and  inserting  in  lieu  thereof  "$200". 

(c)  Section  3121(a)  (8)  (B)  of  the  Internal  Revenue  Code  of  1954  (relating 
to  the  coverage  of  agricultural  labor)  is  amended  by  striking  out  "$150"  and 
inserting  in  lieu  thereof  "$50",  and  by  striking  out  "20"  and  inserting  in  lieu 
thereof  "10". 

(d)  The  amendments  made  by  subsections  (a)  and  (c)  shall  apply  with  respect 
to  remuneration  paid  after  December  1967 ;  the  amendments  made  by  subsection 
(b)  shall  be  applicable  (A)  in  the  case  of  monthly  benefits  under  title  II  of  the 
Social  Security  Act  for  months  after  December  1967,  on  the  basis  of  applications 
filed  after  such  month,  ( B )  in  the  case  of  lump-sum  death  payments  under  such 
title,  with  respect  to  deaths  occurring  after  such  month,  and  (C)  in  the  case  of 
applications  under  section  216 (i)  of  such  Act  or  under  section  103  of  the  Social 
Security  Amendments  of  1965,  with  respect  to  applications  filed  after  such  month. 
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TRANSFER  OF  FEDERAL  EMPLOYMENT  CREDITS 

Sec.  116.  (a)  Section  205  of  the  Social  Security  Act  is  amended  by  adding  to 
the  end  thereof  the  following  new  subsection  : 

'"Crediting  of  Pay  or  Salary  Under  Civil  Service  Retirement  or  Foreign  Service 

Retirement 

"(q)(l)  Notwithstanding  paragraphs  (5)  and  (6)  of  section  210(a)  — 

"(A)  the  basic  pay  (as  defined  in  section  8331(3)  of  title  5,  United  States 
Code)  of  an  individual  attributable  to  service  (other  than  service  described 
in  section  8331(14)  of  title  5,  United  States  Code)  to  which  Civil  Service  Re- 
tirement (Ch.  83,  subch.  Ill  of  title  5,  United  States  Code)  applies  and  which  is 
performed  after  June  30, 1966,  or 

"(B)  the  basic  salary  (as  determined  by  the  Secretary  of  State  pursuant 
to  regulations)  of  an  individual  attributable  to  service  to  which  title  VIII  of 
the  Foreign  Service  Act  of  1946  applies  and  which  is  performed  after  June 
30, 1966, 

shall  constitute  remuneration  for  employment  under  this  title  if,  after  December 
31,  1967,  such  individual  is  separated  by  reason  of  death,  disability,  transfer 
(other  than  transfer  to  service  to  which  such  Civil  Service  Retirement  or  such 
Foreign  Service  Act  of  1946,  or  the  Central  Intelligence  Agency  Retirement  Act 
of  1964  for  Certain  Employees  applies),  or  otherwise,  from  service  to  which 
such  Civil  Service  Retirement  or  such  Foreign  Service  Act  of  1946  applies  and 
neither  such  individual  nor  any  of  his  survivors  is  entitled  to  an  annuity  (de- 
ferred or  otherwise)  under  such  Civil  Service  Retirement  or  such  Foreign  Serv- 
ice Act  of  1946  on  the  basis  of  such  individual's  service.  The  preceding  provi 
sions  of  this  paragraph  shall  not  apply  with  respect  to  remuneration  for  (i) 
any  period  of  service  that  terminated  before  the  second  month  following  the 
month  of  enactment  of  the  Social  Security  Amendments  of  1967  and  (ii)  service 
performed  outside  of  the  United  States  by  an  individual  who  is  not  a  citizen 
or  national  of  the  United  States. 

"(2)  The  Chairman  of  the  Civil  Service  Commission  or  the  Secretary  of  State, 
as  the  case  may  be,  shall,  at  the  request  of  the  Secretary  of  Health,  Education, 
and  Welfare,  furnish  him  a  record  of  such  individual's  service,  basic  pay  and 
basic  salary,  together  with  a  certification  that  such  individual  meets  the  require- 
ments of  paragraph  (1).  Such  report  and  certification  shall  be  final  and  con- 
clusive upon  the  Secretary  of  Health,  Education,  and  Welfare.  Pay  or  salary 
paid  to  any  individual  in  any  calendar  year  and  included  in  any  such  report 
shall,  in  the  absence  of  evidence  to  the  contrary,  be  presumed  to  have  been  paid 
in  equal  proportions  with  respect  to  all  months  in  such  year  in  which  such  in- 
dividual performed  service  for  such  pay  or  salary,  as  the  case  may  be." 

(b)  Section  201  of  the  Social  Security  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection  : 

"  (i)  (1)  Within  the  6-month  period  after  the  close  of  the  fiscal  year  ending  June 
30,  1968,  and  within  the  6-month  period  after  the  close  of  each  fiscal  year  there- 
after, the  Secretary  of  the  Treasury  shall  transfer  to  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund,  the  Federal  Disability  Insurance  Trust  Fund, 
and  the  Federal  Hospital  Insurance  Trust  Fund, 

"(A)  from  the  Civil  Service  Retirement  and  Disability  Fund,  an  amount 
determined  by  the  Secretary  of  Health.  Education,  and  Welfare  to  be  equal 
to  the  total  of  the  proportionate  costs,  atributable  to  the  basic  pay  for  Federal 
service  credited  pursuant  to  section  205 (q),  of  the  benefits  of  all  individuals 
paid  at  any  time  during  such  fiscal  year  out  of  each  of  such  Trust  Funds,  and 
"(B)  from  the  Foreign  Service  Retirement  and  Disability  Fund,  an  amount, 
determined  by  the  Secretary  of  Health.  Education,  and  Welfare  to  be  equal  to 
the  total  of  the  proportionate  costs,  attributable  to  the  basic  salary  for  Federal 
service  credited  pursuant  to  section  205 (q),  of  the  benefits  of  all  individuals 
paid  at  any  time  during  such  fiscal  year  out  of  each  of  such  Trust  Funds,  and 

"(C)  the  interest  on  the  amount  determined  under  subparagraphs  (A)  and 
(B)  from  the  date  of  payment  of  such  benefits  from  Trust  Funds  to  the  date 
of  such  transfer ;  such  rate  of  such  interest  for  each  of  such  Trust  Funds  shall 
be  the  average  of  the  rates  of  interest  for  the  months  of  such  fiscal  year  as 
determined  under  the  fifth  sentence  of  subsection  (d)  of  this  section. 
In  determining  the  amount  to  be  transferred  under  subparagraphs  (A)  and  (B), 
the  Secretary  of  Health,  Education,  and  Welfare  shall  take  into  account  adjust- 
ments required  by  overpayments  or  underpayments  made  with  respect  to  prior 
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years  and  benefits  paid  indirectly  through  the  financial  interchange  provisions 
of  section  5  (k)  (2)  of  the  Railroad  Retirement  Act  of  1937. 

"(2)  For  purposes  of  paragraph  (1),  the  proportionate  costs,  which  are  at- 
tributable to  the  pay  or  salary  for  Federal  service  credited  pursuant  to  section 
205 (q ) ,  of  the  benefits  of  an  individual  and  with  respect  to  which  a  tax  equivalent 
has  been  withheld  by  the  Secretary  of  the  Treasury,  pursuant  to  a  certification 
by  the  Chairman  of  the  Civil  Service  Commission  or  the  Secretary  of  State, 
as  the  case  may  be,  from  his  lump-sum  credit  under  Civil  Service  Retirement 
or  the  Foreign  Service  Act  of  1946,  shall  be  the  amount  of  benefits  paid  (either 
directly  from  such  Trust  Fund  or  indirectly  through  the  financial  interchange 
provisions  of  section  5(k)  (2)  of  the  Railroad  Retirement  Act  of  1937)  on  the 
basis  of  the  wages  and  self -employment  income  of  such  individual  multiplied  by 
the  fraction — 

"(A)  the  numerator  of  which  is  the  dollar  amount  of  the  basic  pay  or  salary 
taken  into  account  in  determining  such  tax  equivalent  for  such  individual,  and 
"(B)  the  denominator  of  which  is  the  sum  of  (i)  the  amount  determined 
under  subparagraph  (A),  plus  (ii)  the  dollar  amount  of  such  individual's 
wages  and  self -employment  income  (computed  without  regard  to  the  basic 
pay  or  salary  referred  to  in  subparagraph  (A) ),  plus  (iii)  the  dollar  amount 
of  compensation  of  such  individual  under  the  Railroad  Retirement  Act  of 
1947  which  would  have  been  included  as  wages  under  the  Social  Security  Act 
if  service  as  an  employee  under  the  Railroad  Retirement  Act  of  1937  after 
December  31,  1936,  had  been  included  in  the  term  'employment'  as  defined  in 
the  Social  Security  Act. 
The  tax  equivalent  with  respect  to  an  individual  means  an  amount  equal  to  the 
taxes  which  would  have  been  paid  (but  Which  have  not  been  paid)  under  section 
3101  of  the  Internal  Revenue  Code  of  1954  with  respect  to  service  after  June  30, 
1966,  of  such  individual  who  was  subject  to  Civil  Service  Retirement  (Ch.  83, 
subch.  Ill  of  title  5,  United  States  Code)  or  the  Foreign  Service  Act  of  1946  if 
such  individual's  basic  pay  or  basic  salary,  as  the  case  may  be,  for  that  service 
had  at  that  time  constituted  remuneration  for  employment  under  this  title." 

COVERAGE  STATUS  OF  SHRIMPBOAT  FISHERMEN  AND  TRUCK  LOADERS  AND  UNLOADERS 

Sec.  117.  (a)  (1)  Section  210 (j)  of  the  Social  Security  Act  is  amended  by 
striking  out  the  period  at  the  end  of  paragraph  (3)  and  inserting  in  lieu  thereof 
" ;  or"  and  by  adding  at  the  end  thereof  the  following  new  paragraphs : 

"(4)  any  individual  who  performs  services  for  remuneration  (whether  on  a 
share  basis  or  any  other  basis)  as  an  officer  or  member  of  the  crew  of  a  vessel 
while  it  is  engaged  in  the  catching,  taking,  harvesting,  cultivating,  or  farming 
of  any  kind  of  fish,  shellfish,  Crustacea  sponges,  seaweeds,  or  other  aquatic 
forms  of  animal  and  vegetable  life  (including  services  performed  by  any  such 
individual  as  an  ordinary  incident  to  any  such  activity)  ;  except  that  an 
individual  shall  not  be  included  in  the  term  'employee'  under  the  provisions  of 
this  paragraph  if,  pursuant  to  the  provisions  of  subsection  (p),  any  officer  or 
member  of  the  crew  of  such  vessel  is  deemed  to  be  his  employer;  or 

"(5)  any  individual  who  performs  services  for  remuneration  in  the  loading 
or  unloading  of  the  contents  of  a  truck,  truck  or  tractor  trailer,  or  similar 
conveyance." 

(2)  Section  210  of  the  Social  Security  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  subsections : 

Owners  and  Lessees  of  Vessels 

"(p)  For  purposes  of  this  title  an  individual  who  is  an  employee  under  the 
provisions  of  subsection  (d)  (4)  shall  be  deemed  to  be  the  employee  of  the  owner 
of  the  vessel  on  or  in  connection  with  which  his  services  are  performed  except 
that  if  (1)  such  vessel  has  been  chartered  or  leased  by  the  owner  and  the  owner 
has  no  interest  of  any  kind  in  the  fish,  shellfish,  Crustacea,  sponges,  seaweeds,  or 
other  aquatic  forms  of  animal  and  vegetable  life  caught,  taken,  harvested,  cul- 
tivated, or  farmed  by  such  vessel,  or  in  the  proceeds  thereof,  such  individual  shall 
be  deemed  to  be  the  employee  of  the  charterer  or  lessee  of  such  vessel.  If  by 
reason  of  the  preceding  sentence  an  individual  is  deemed  to  be  the  employee  of 
more  than  one  charterer  or  lessee,  and  one  or  more  (but  less  than  all)  of  such 
charterers  or  lessees  is  not  an  officer  or  member  of  the  crew  of  such  vessel,  such 
individual  shall  be  deemed  to  be  the  employee  of  each  of  the  charterers  or 
lessees  who  is  not  an  officer  or  member  of  the  crew  of  such  vessel. 
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Truck  Loaders  and  Unloaders 

"(q)  For  purposes  of  this  title  an  individual  who  is  an  employee  under  the 
provisions  of  subsection  (d)(5)  shall  be  deemed  to  be  the  employee  of  the  driver 
in  charge  of  the  truck  or  other  conveyance  in  connection  with  which  his  service 
is  performed,  except  that  if  such  driver  is  the  employee  of  another  person  in 
respect  of  services  he  performs  as  the  driver  of  such  truck  or  other  conveyance, 
such  individual  shall  be  deemed  to  be  the  employee  of  such  other  person.  How- 
ever, the  preceding  sentence  shall  not  apply  with  respect  to  an  individual  if  it 
can  be  shown  by  such  driver  or  his  employer  that  a  person  other  than  such 
driver  or  employer  has  acknowledged  in  writing  on  a  form  to  be  prescribed  by 
the  Secretary  of  the  Treasury  or  his  delegate  that  he  has  the  responsibility  for 
collecting  and  paying  the  taxes  imposed  by  the  Federal  Insurance  Contributions 
Act  with  respect  to  such  loading  or  unloading  services  performed  by  such  indi- 
vidual, in  which  event  the  person  who  has  made  such  acknowledgment  in  writing 
shall  be  deemed  to  be  the  employer  or  of  such  individual." 

(3)  The  amendments  made  by  this  subsection  shall  have  the  same  effect  as  if 
included  in  the  Social  Security  Act  on  January  1}  1951. 

(b)(1)  Section  3121(d)  of  the  Internal  Revenue  Code  of  1954  is  amended 
by  striking  out  the  period  at  the  end  of  paragraph  (3)  and  inserting  in* lieu 
thereof  " ;  or"  and  by  adding  at  the  end  thereof  the  following  new  paragraphs : 
"(4)  any  individual  who  performs  services  for  remuneration  (whether 
on  a  share  basis  or  any  other  basis)  as  an  officer  or  member  of  the  crew  of  a 
vessel  while  it  is  engaged  in  the  catching,  taking,  harvesting,  cultivating, 
or  farming  of  any  kind  of  fish,  shellfish,  Crustacea,  sponges,  seaweeds,  or  other 
aquatic  forms  of  animal  and  vegetable  life  (including  services  performed 
by  any  such  individual  as  an  ordinary  incident  to  any  such  activity)  ;  except 
that  ah  individual  shall  not  be  included  in  the  term  'employee'  under  the 
provisions  of  this  paragraph  if,  pursuant  to  the  provisions  of  subsection 
(r),  any  officer  or  member  of  the  crew  of  such  vessel  is  deemed  to  be  his 
employee;  or 

"(5)  any  individual  who  performs  services  for  remuneration  in  the  loading 
or  unloading  of  the  contents  of  a  truck  or  tractor  trailer,  or  similar  convey- 
ance." 

(2)  Section  3121  of  the  Internal  Revenue  Code  of  1954  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsections : 

"(r)  Owners  and  Lessees  of  Vessels. — For  purposes  of  this  chapter  an 
individual  who  is  an  employee  under  the  provisions  of  subsection  (d)  (4)  shall 
be  deemed  to  be  the  employee  of  the  owner  of  the  vessel  on  or  in  connection 
with  which  his  services  are  performed  except  that  if  such  vessel  has  been 
chartered  or  leased  by  the  owner  and  the  owner  has  no  interest  of  any  kind 
in  the  fish,  shellfish,  Crustacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  caught,  taken,  harvested,  cultivated,  or  farmed  by 
such  vessel,  or  in  the  proceeds  thereof,  such  individual  shall  be  deemed  to  be 
the  employee  of  the  charterer  or  lessee  of  such  vessel.  If  by  reason  of  the 
preceding  sentence  an  individual  is  deemed  to  be  the  employee  of  more  than  one 
charterer  or  lessee,  and  one  or  more  (but  less  than  all)  of  such  charterers  or 
lessees  are  not  officers  or  members  of  the  crew  of  such  vessel,  such  individual 
shall  be  deemed  to  be  the  employee  of  each  of  the  charterers  or  lessees  who  is 
not  an  officer  or  member  of  the  crew  of  such  vessel. 

"(s)  Truck  Loaders  and  Unloaders. — For  purposes  of  this  chapter  an  indi- 
vidual who  is  an  employee  under  the  provisions  of  subsection  (d)  (5)  shall 
be  deemed  to  be  the  employee  of  the  driver  in  charge  of  the  truck  or  other 
conveyance  in  connection  which  his  service  is  performed,  except  that  if  such 
driver  is  the  employee  of  another  person  in  respect  of  services  he  performs 
as  the  driver  of  such  truck  or  other  conveyance,  such  individual  shall  be 
deemed  to  be  the  employee  of  such  other  person.  However,  the  preceding  sen- 
tence shall  not  apply  with  respect  to  an  individual  if  it  can  be  shown  by  such 
driver  or  his  employer  that  a  person  other  than  such  driver  or  employer  has 
acknowledged  in  writing  on  a  form  to  be  prescribed  by  the  Secretary  or  his 
delegate  that  he  has  the  responsibility  for  collecting  and  paying  the  taxes 
imposed  by  this  chapter  with  respect  to  such  loading  or  unloading  services 
performed  by  such  individual,  in  which  event  the  person  who  has  made  such 
acknowledgment  in  writing  shall  be  deemed  to  be  the  employer  of  such  individual." 

(3)  The  amendments  made  by  this  subsection  shall  apply  with  respect  to 
remuneration  paid  after  December  31,  1967,  for  services  performed  after  such 
date. 
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(c)(1)  Section  3401(c)  of  the  Internal  Revenue  Code  of  1954  is  amended 
by  striking  out  "an  officer  of  a  corporation"  in  the  final  sentence  and  inserting 
in  lieu  thereof  "the  persons  named  in  section  3121(d),  except  that  paragraph 
(3)  shall  not  apply". 

(2)  The  amendment  made  by  this  subsection  shall  apply  with  respect  to 
remuneration  paid  after  December  31,  1967,  for  services  performed  after  such 
date. 

Part  3 — Health  Insurance  Benefits 
health  insurance  for  the  disabled 

Sec.  125.  (a)(1)  Section  226(a)  of  the  Social  Security  Act  is  amended  to 
read  as  follows : 

"(a)  (1)  Every  individual  who — 
"(A)  has  attained  age  65,  and 

"(B)  is  entitled  to  monthly  insurance  benefits  under  section  202  or  is  a 
qualified  railroad  retirement  beneficiary, 
shall  be  entitled  to  hospital  insurance  benefits  under  part  A  of  title  XVIII  for 
each  month  for  which  he  meets  the  condition  specified  in  subparagraph  (B), 
beginning  with  the  first  month  after  June  1966  for  which  he  meets  the  conditions 
specified  in  subparagraph  (A)  and  (B). 
"(2)  Every  individual  who — 
"(A)  has  not  attained  age  65,  but 

"(B)  (i)  is  entitled  to  disability  insurance  benefits  under  section  223,  or 
(ii)  has  attained  the  age  of  18  and  is  entitled  to  child's  insurance  benefits 
under  section  202(d)  and  is  under  a  disability  (as  defined  in  section  223(c) ) 
which  began  before  he  attained  age  18,  or  (iii)  has  not  attained  age  62  and 
is  entitled  to  widow's  insurance  benefits  on  the  basis  of  being  under  a  dis- 
ability (as  so  defined),  or  (iv)  is  a  qualified  railroad  retirement  beneficiary, 
shall  be  entitled  to  hospital  insurance  benefits  under  part  A  of  title  XVIII  for 
each  month  beginning  with  the  later  of  (a)  January  1968  or  (b)  the  first  month 
for  which  he  satisfies  the  applicable  conditions  of  subparagraph  (B),  and  ending 
with  the  eleventh  month  after  the  first  month  in  which  he  ceases  to  meet  the 
applicable  conditions  of  subparagraph  (B)  or,  if  earlier,  with  the  month  before 
the  month  in  which  he  attains  age  65.    Notwithstanding  clause  (iii)  of  sub- 
paragraph (B),  a  widow  or  surviving  divorced  wife  who  has  attained  age  62 
shall  be  deemed  to  have  satisfied  the  applicable  conditions  of  such  subparagraph 
(B)  in  any  month  in  which  (i)  she  is  entitled  to  benefits  under  section  202(e) 
(or  would  be  but  for  paragraph  (i)  (E)  of  such  section  202(e))  and  (ii)  she 
would  be  entitled  to  such  benefits  (but  without  regard  to  such  paragraph 
(1)  (E) )  on  the  basis  of  being  under  a  disability  (as  defined  in  section  223(c) ) 
had  the  period,  specified  in  section  202(e)  (5),  ended  in  the  month  she  attains 
65,  instead  of  the  month  she  attains  62 ;  and  the  first  month  in  which  she  shall  be 
deemed  not  to  have  satisfied  such  applicable  conditions  shall  be  the  eleventh 
month  following  the  first  month  in  which  such  benefits  would  have  been  ter- 
minated on  the  basis  of  the  concurrence  of  an  event  specified  in  section 
202(e)  (1)." 

-  (2)  Section  226(b)  of  such  Act  is  amended  by  striking  out  "occurred  after 
June  30,  1966,  or  on  or  after  the  first  day  of  the  month  in  which  he  attains  age 
65,  whichever  is  later"  and  inserted  in  lieu  thereof  "occurred  (1)  after  June  30, 
1966,  or  on  or  after  the  first  day  of  the  month  in  which  he  attains  age  65,  which- 
ever is  later,  or  (ii)  if  he  was  entitled  to  hospital  insurance  benefits  pursuant 
to  paragraph  (2)  of  subsection  (a),  at  a  time  when  he  was  so  entitled  (but  only 
if  there  has  been  no  intervening  termination  of  such  entitlement) 

(3)  Section  1836  of  such  Act  is  amended  to  read  as  follows : 

"eligible  individuals 

"Sec.  1836.  Every  individual  who — 

"(1)  is  entitled  to  hospital  insurance  benefits  under  part  A,  or 
"(2)  has  attained  age  65  and  is  a  resident  of  the  United  States,  and  is 
either  (A)  a  citizen  or  (B)  an  alien  lawfully  admitted  for  permanent  resi- 
dence who  has  resided  in  the  United  States  continuously  during  the  -5  years 
immediately  preceding  the  month  in  which  he  applies  for  enrollment  under  this 
part, 

is  eligible  to  enroll  in  the  insurance  program  established  by  this  part." 
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(4)  (A)  Section  1837(b)  (1)  of  such  Act  is  amended  to  read  as  follows: 
"(1)  No  individual  may  enroll  for  the  first  time  (in  any  continuous  period 

of  eligibility)  under  this  part  more  than  3  years  after  the  close  of  the  first 
enrollment  period  (in  such  continuous  period  of  eligibility)  during  which  he  could 
have  enrolled  under  this  part." 

(B)  The  first  sentence  of  section  1837(b)(2)  of  such  Act  is  amended  by 
inserting  -  (during  any  continuous  period  of  eligibility)"  after  "may  not  enroll". 

(C)  The  last  sentence  of  section  1837(b)(2)  of  such  Act  is  amended  by 
inserting  before  the  period  at  the  end  thereof  the  following:  "(during  any 
continuous  period  of  eligibility) ". 

(D)  Section  1837(b)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph  : 

"(3)  For  purposes  of  paragraphs  (1)  and  (2)  (and  section  1839(c)), 
individual's  "continuous  period  of  eligibility'  is  the  period  beginning  with 
the  first  day  on  which  he  is  eligible  to  enroll  under  section  1836  and  ending 
with  his  death;  except  that  any  period  during  all  of  which  an  individual 
satisfied  paragraph  (1)  of  section  1836  and  which  terminated  in  or  before 
the  month  preceding  the  month  in  which  he  attained  age  65  shall  be  a  separate 
'continuous  period  of  eligibility'  with  respect  to  such  individual  (and  each 
such  period  which  terminates  shall  be  deemed  not  to  have  existed  for  pur- 
poses of  subsequently  applying  this  section  or  section  1839(c) ) ." 

(E)  The  first  sentence  of  section  1837(c)  of  such  Act  is  amended  by  striking 
out  "paragraphs  (1)  and  (2)"  and  inserting  in  lieu  thereof  "paragraph  (1)  or 
(2)." 

(F)  The  second  sentence  of  section  1837(c)  of  such  Act  is  amended  to  read  as 
follows:  "For  purposes  of  this  subsection  and  subsection  (d).  an  individual 
who  has  attained  age  65  and  who  satisfies  paragraph  (1)  of  section  1836  but 
not  paragraph  (2)  of  such  section  shall  be  treated  as  satisfying  such  paragraph 

(1)  on  the  first  day  on  which  he  is  (or  on  filing  application  would  have  been) 
entitled  to  hospital  insurance  benefits  under  part  A." 

(G)  Section  1837(c)  of  such  Act  is  further  amended  by  adding  at  the  end 
thereof  the  following  new  sentence :  "In  the  case  of  an  individual  who  has  not 
attained  age  65  and  who  first  satisfies  paragraph  (1)  of  section  1836  before 
August  1967,  the  initial  enrollment  period  shall  begin  on  June  1,  1967.  and  shall 
end  on  October  31.  1967." 

(H)  Section  1837(d)  of  such  Act  is  amended  to  read  as  follows  : 

"(d)  In  the  case  of  an  individual  who,  with  respect  to  the  period  beginning 
with  the  month  in  which  he  attains  age  65.  first  satisfies  paragraph  (1)  or 

(2)  of  section  1836  on  or  after  March  1,  1966,  his  initial  enrollment  period 
shall  begin  on  the  first  day  of  the  third  month  before  the  month  in  which  he 
first  satisfies  such  paragraph  and  shall  end  seven  months  later.  In  the  case  of 
an  individual  who  has  not  attained  age  65  and  who  first  satisfies  paragraph 
(1)  of  section  1836  after  July  1967.  his  initial  enrollment  period  shall  begin  on 
the  day — 

"(1)  he  files  his  application  for  disability  insurance  benefits  under  section 
223,  or 

"(2)  the  widow  or  surviving  divorced  wife  files  her  application  for  widow's 
insurance  benefits  under  section  202(e) ,  or 

"(3)  he  files  his  application  for  child's  insurance  benefits  under  section 
202(d)  after  attaining  age  18  on  the  basis  of  being  under  a  disability  (as  defined 
in  section  223(c) ) 

and  shall  end  at  the  close  of  the  fourth  month  following  the  month  in  which  he  is 
mailed  notice  of  a  final  disability  determination.  In  the  case  of  a  child  entitled 
to  child's  insurance  benefits  before  attaining  age  18,  such  initial  enrollment  period 
shall  begin  on  the  first  day  of  the  sixth  month  preceding  the  month  he  attains 
such  age  but  only  if  a  determination  is  made  that  such  child  is  under  a  disability 
(as  so  defined)  which  began  before  he  attained  age  18." 

(I)  Section  1837  of  such  Act  is  further  amended  by  adding  at  the  end  thereof 
the  following  new  subsection : 

"(f)  For  purposes  of  subsections  (b),  (c),  and  (d)  of  this  section  (and  for 
purposes  of  sections  1838(a)  and  1839(c) ) .  any  enrollment  under  this  part  which 
terminates  in  the  manner  described  in  section  1838(c)  shall  thereafter  be  deemed 
not  to  have  existed." 

(5)  (A)  Section  1838 ( a )  of  such  Act  is  amended— 

(i)  by  striking  out  "July  1,  1966"  in  paragraph  (1)  and  inserting  in  lieu 
thereof  "July  1,  1966,  or  (in  the  case  of  an  individual  who  has  not  attained  age 
65)  January  1, 1968"; 
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(ii)  by  striking  out  in  paragraph  (2)  (A)  "paragraphs  (1)  and  (2)"  and 
inserting  in  lieu  thereof  "paragraph  (1)  or  (2)",  and  by  inserting  "(who  has 
attained  age  65)"  after  "individual", 

(iii)  by  striking  out  "such  paragraphs"  each  place  it  appears  in  subpara- 
graphs (B),  (C),  and  (D)  of  paragraph  (2)  and  inserting  in  lieu  thereof  "such 
paragraph",  and  by  inserting  after  "individual"  each  place  it  appears  in  such 
subparagraphs  the  following :  "  (who  has  attained  age  65) ", 

(iv)  by  striking  out  the  period  at  the  end  and  inserting  in  lieu  thereof  ", 
or"  and  by  adding  the  following  new  paragraph  : 

"(3)  (A)  in  the  case  of  an  individual  who  has  not  attained  age  65  and  who 
enrolls  pursuant  to  subsection  (d)  of  1837  in  a  month  prior  to  the  month  in 
which  he  is  mailed  notice  of  a  final  determination  of  disability,  the  first  day  of  the 
month  in  which  he  is  mailed  such  notice,  or 

"(B)  in  the  case  of  an  individual  who  has  not  attained  age  65  and  who  enrolls 
pursuant  to  subsection  (d)  of  1837  in  the  month  in  which  he  is  mailed  such 
notice,  or  the  first  month  thereafter,  the  first  day  of  the  month  following  the 
month  in  which  he  so  enrolls,  or 

"(C)  in  the  case  of  an  individual  who  has  not  attained  age  65  and  who  enrolls 
pursuant  to  subsection  (d)  of  1837  in  the  second  month  following  the  month  in 
which  he  is  mailed  such  notice,  the  first  day  of  the  second  month  following  the 
month  in  which  he  so  enrolls,  or 

"(D)  in  the  case  of  an  individual  who  has  not  attained  age  65  and  who  enrolls 
pursuant  to  subsection  (d)  of  1837  more  than  two  months  following  the  month  in 
which  he  is  mailed  such  notice,  the  first  day  of  the  third  month  following  the 
month  in  which  he  so  enrolls." 

(B)  Section  1838  of  such  Act  is  further  amended  by  redesigning  subsection  (c) 
as  subsection  (d),  and  by  inserting  after  subsection  (b)  the  following  new 
subsection : 

"(c)  In  the  case  of  an  individual  satisfying  paragraph  (1)  of  section  1836 
whose  entitlement  to  hospital  insurance  benefits  under  part  A  is  based  on  a 
disability  rather  than  on  his  having  attained  the  age  of  65,  his  coverage  period 
(and  his  enrollment  under  this  part)  shall  be  terminated  as  of  the  close  of  the 
last  month  for  which  he  is  entitled  to  hospital  insurance  benefits." 

( 6 )  Section  1839  ( c )  of  such  Act  is  amended — 

(A)  by  inserting  "(in  the  same  continuous  period  of  eligibility)"  after  "for 
each  full  12  months"  ;  and 

(B)  by  adding  at  the  end  thereof  the  following  new  sentence :  "Any  increase 
in  an  individual's  monthly  premium  under  the  first  sentence  of  this  subsection 
with  respect  to  a  particular  continuous  period  of  eligibility  shall  not  be 
applicable  with  respect  to  any  other  continuous  period  of  eligibility  which  such 
individual  may  have." 

(7)  (A)  Secton  1840(a)  (1)  of  such  Act  is  amended  by  striking  out  "section 
202"  and  inserting  in  lieu  thereof  "section  202  or  223". 

(B)  Section  1840(a)  (2)  of  such  Act  is  amended  by  striking  out  "section  202" 
and  inserting  in  lieu  thereof  "section  202  or  223". 

(C)  Section  1840(c)  of  such  Act  is  amended  by  striking  out  "section  202" 
and  inserting  in  lieu  thereof  "section  202  or  223". 

(b)  The  Railroad  Retirement  Act  of  1937  is  amended  by  adding  after  section 
21  the  following  new  section  : 

"hospital  insurance  benefits  for  the  disabled 

"Sec.  22.  Individuals  under  age  sixty-five  who  are  entitled  to  annuities  under 
paragraph  4  or  5  of  section  2(a)  or  are  entitled  to  annuities  under  section  5(c) 
(or  who  have  been  or  would  be  considered  in  applying  the  provisions  of  section 
3(e)  (3) )  and  have  attained  the  age  of  eighteen  and  have  a  disability  (within  the 
meaning  of  section  5(1)  (1)  (ii) )  and  who  are  in  a  'period  of  disability'  (as  this 
term  is  described  in  section  3(e))  and,  with  respect  to  individuals  entitled  to 
annuities  under  paragraph  4  or  5  of  section  2(a),  are  not  in  a  'waiting  period' 
(as  defined  in  section  223(c)  (3)  of  the  Social  Security  Act)  shall  be  certified  by 
the  Board  under  section  21  in  the  same  manner,  for  the  same  purposes,  and 
subject  to  the  same  conditions,  restrictions,  and  other  provisions  as  individuals 
specifically  described  in  such  section  21,  and  also  subject  to  the  same  conditions, 
restrictions,  and  other  provisions  as  are  disability  beneficiaries  under  title  II  of 
the  Social  Security  Act  in  connection  with  their  eligibilty  for  hosptal  insurance 
benefits  under  part  A  of  title  XVIII  of  such  Act  and  their  eligibility  to  enroll  under 
part  B  of  such  title  XVIII ;  and  for  the  purposes  of  this  Act  and  title  XVIII  of 
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the  Social  Security  Act,  individuals  certified  as  provided  in  this  section  shall 
be  considered  individuals  described  in  and  certified  under  such  section  21." 

HEALTH  INSURANCE  PAYMENTS  TO  FEDERAL  FACILITIES 

Sec.  126.  (a)  Section  1814  of  the  Social  Security  Act  is  amended  by  striking 
out  subsection  (c)  and  by  redesignating  subsections  (d),  (e),  and  (f),  and 
references  thereto,  as  subsections  (c),  (d),  and  (e),  respectively. 

(b)  Section  1835  of  such  Act  is  amended  by  striking  out  subsection  (b)  and 
by  redesignating  section  1835(a),  and  references  thereto,  as  section  1835. 

(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply  with 
respect  to  services  furnished  after  December  31, 1907. 

INCLUSION  OF  PODIATRISTS'  SERVICES  UNDER  THE  SUPPLEMENTARY  MEDICAL 
INSURANCE  PROGRAM 

Sec  127.  (a)  Section  1861  (s)  (1)  of  the  Social  Security  Act  is  amended 
by  adding  before  the  semicolon  and  after  "services"  the  following :  "or 
podiatrists'  services". 

(b)  Section  1861  of  such  Act  is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection : 

"Podiatrists'  Services 

"(z)  The  term  'podiatrists'  services'  means  services  performed  by  a  doctor 
of  podiatry  or  surgical  chiropody,  but  only  with  respect  to  functions  which  he 
is  legally  authorized  to  perform  as  such  by  the  State  in  which  he  performs 
them." 

( c )  Section  1862  ( a )  of  such  Act  is  amended — 

(1)  by  striking  out  "or"  at  the  end  of  paragraph  (11)  ; 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (12)  and  inserting 
in  lieu  thereof  "  ;  or"  ;  and 

(3)  by  adding  after  paragraph  (12)  the  following  new  paragraph: 
"(13)  where  such  expenses  are  for  routine  foot  care,  including  the  removal 

of  corns  or  calluses  and  the  trimming  of  nails." 

(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply  with 
respect  to  services  furnished  after  June  30,  1967. 

INCREASE  IN  MEMBERSHIP  OF  THE  NATIONAL  MEDICAL  REVIEW  COMMITTEE 

Sec  128.  Section  1868(a)  of  the  Social  Security  Act  is  amended — 

(1)  by  striking  out  in  the  first  sentence  "nine"  and  inserting  in  lieu  thereof 
"sixteen" ;  and 

(2)  by  striking  out  the  third  sentence  and  inserting  in  lieu  thereof  the 
following  sentence :  "Each  member  shall  hold  office  for  a  term  of  four  years, 
except  that  any  member  appointed  to  fill  a  vacancy  occurring  prior  to  the 
expiration  of  the  term  for  which  his  predecessor  was  appointed  shall  be 
appointed  for  the  remainder  of  such  term,  and  except  that  the  terms  of  office 
of  the  members  first  taking  office  shall  expire,  as  designated  by  the  Secretary 
at  the  time  of  appointment,  four  at  the  end  of  the  first  year,  four  at  the  end 
of  the  second  year,  four  at  the  end  of  the  third  year,  and  four  at  the  end  of 
the  fourth  year  after  the  date  of  appointment." 

DEPRECIATION    ALLOWANCE    FOR    PURPOSE    OF    DETERMINING    REASONABLE  COST 

Sec.  129(a)(1).  Section  1861  (v)  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  paragraph: 

"(5)  (A)  Notwithstanding  any  other  provision  of  this  title,  the  term  'reason- 
able cost'  shall  include  amounts  attributable  to  depreciation  of  plant  and  equip- 
ment in  the  case  of  any  provider  of  service,  but  only  with  respect  to  periods 
during  which  such  provider  of  service  furnishes,  pursuant  to  such  regulations 
as  the  Secretary  may  prescribe,  satisfactory  assurance  that  such  provider  will — 
"(i)  set  aside,  and  keep  separate  and  apart  from  any  other  funds  or  assets. 

such  amounts  attributable  to  depreciation  of  plant  and  equipment  (including 

any  interest  on  such  amounts)  as  he  may  be  paid  to  such  provider  under  this 

title ; 

"(ii)  furnish  to  the  Secretary,  at  such  time  or  times  as  he  may  request, 
such  timely  information  and  reports,  with  respect  to  such  amounts,  as  the 
Secretary  finds  necessary  in  performing  his  functions  under  this  title ; 
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"(iii)  not  utilize  such  amounts  for  improper  capital  expenditures ;  and 
"(iv)  not  utilize  such  amounts  for  noncapital  expenditures  except  under 
such  conditions  as  may  be  approved,  in  accordance  with  regulations  prescribed 
by  the  Secretary,  by  the  State  agency  designated  pursuant  to  section  1864(c). 
"(B)  A  capital  expenditure  by  a  provider  of  service  shall  be  deemed  improper 
if  the  State  agency,  designated  pursuant  to  section  1864(c)  determines  that 
such  capital  expenditure  does  not  conform  to  the  overall  plan  developed,  in 
accordance  with  regulations  prescribed  by  the  Secretary,  by  such  State  agency 
for  adequate  health  care  facilities  and  such  provider  of  service  had  notice  of 
such  overall  plan. 

"(C)  Where  a  provider  of  service  utilizes  funds  (whether  or  not  such  funds 
include  the  amounts  referred  to  in  subparagraph  (A) ),  for  a  capital  expenditure 
which,  under  the  provisions  of  subparagraph  (B) ,  are  determined  to  be  improper, 
or  such  provider  fails  substantially  to  comply  with  clause  (i),  (ii),  or  (iv) 
of  subparagraph  ( A ) ,  the  Secretary  may — 

"(i)  terminate  the  agreement  with  such  provider  of  service  entered  into 
pursuant  to  section  1866,  and  for  such  purposes  the  provisions  of  subsection 
(b)  of  such  section  shall  apply,  or 

"(i)  deduct  from  future  payments  under  this  title  to  such  provider  of 
services,  for  such  periods  of  time  as  the  Secretary  finds  necessary  to  effec- 
tuate the  purposes  of  this  paragraph,  the  amounts  attributable  to  depreciation 
of  such  improper  capital  expenditure,  and  such  portion  (or  any  part  thereof) 
of  other  cost  of  services  to  individuals  covered  by  the  insurance  programs 
established  by  this  title  as  the  Secretary  finds  attributable  to  such  improper 
capital  expenditures." 

"(D)  For  purposes  of  this  paragraph,  a  'capital  expenditure'  means  (except 
to  the  extent  that  the  meaning  of  such  term  shall  be  modified  pursuant  to  regula- 
tions of  the  Secretary)  an  expenditure  which,  under  accepted  accounting  pro- 
cedures, is  not  properly  chargeable  as  an  expense  of  operation  or  maintenance." 

(2)  The  amendment  made  by  this  subsection  shall  be  effective  with  respect  to 
payments  under  title  XVIII  of  the  Social  Security  Act  to  provider  of  service  for 
services  provided  after  June  30, 1968. 

(b)  The  heading  of  section  1864  of  such  Act  is  amended  by  adding  at  the  end 
thereof :  "and  to  provide  programs  of  health-care  facility  planning. 

(c)  Section  1864  of  such  Act  is  further  amended  by  adding  at  the  end  thereof 
the  following  new  subsections  : 

"(c)(1)  For  purposes  of  adminstering  the  provision  of  section  1861  (v)  (5), 
the  Secretary  shall  make  an  agreement  with  any  State  which  is  able  and  willing 
to  do  so  under  which  he  will  be  authorized  to  utilize  the  services  of  a  State 
agency  (designated  by  the  State)  which  (A)  provides  for  health-care  facility 
and  equipment  planning  in  all  political  subdivisions  of  the  State  to 
meet  the  needs  in  the  most  efficient  and  economical  manner  possible  of  residents 
of  the  States  for  adequate  health-care,  (B)  coordinates  its  activities  with  other 
agencies  engaged  in  health  service  planning  and  participate  in  interestate  and 
regional  health-care  facility  program,  (C)  assists  the  health-care  facilities 
located  within  the  State  with  their  programs  of  planning  for  carrying  on  health, 
educational  and  research  activities,  including  related  educational  and  research 
activities,  and  (D)  if  the  agency  designated  by  the  State  is  other  than  an  agency 
established  pursuant  to  section  314(a)  (2)  of  the  Public  Health  Act,  coordinates 
(or  provides  reasonable  assurance  that  it  will  coordinate)  its  activities  under 
section  1861  (v)  (5)  with,  and  in  these  activities  is  guided  by  the  planning  policies 
and  procedures  of,  the  agency  established  pursuant  to  such  section  314(a)(2). 

"(2)  The  Secretary  'shall  pay  from  the  Federal  Hospital  Insurance  Trust 
Fund  to  any  State  with  which  he  makes  an  agreement  described  in  paragraph 
(1),  in  advance  or  by  way  of  reimbursement,  as  may  be  provided  in  the  agree- 
ment with  it  (and  may  make  adjustments  in  such  payments  on  account  of 
overpayments  or  underpayments  previously  made)  for  the  reasonable  cost  of 
performing  the  service's  for  purposes  of  carrying  out  paragraph  (5)  (B)  of  section 
1861  (v)." 

(d)  Section  1902(a)  (13)  of  the  Social  Security  Act  is  amended  by — 

(1)  designating  clauses  (A)  and  (B)  as  clauses  (i)  and  (ii),  respectively: 

(2)  inserting  "(A)"  after  "services,  and  "  ;  and 

(3)  by  adding  before  the  semicolon  at  the  end  thereof  the  following:  ",  and 
(B)  effective  June  30,  1968,  provide  that  in  determining  the  reason- 
able cost  of  inpatient  hospital  services  provided  under  the  plan,  there  shall 
be  included  an  amount  attributable  to  depreciation  of  plant  and  equipment 
but  only,  in  the  case  of  any  institution  furnishing  such  services,  during  such 
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period  as  the  State  has  satisfactory  assurances,  in  accordance  with  standards 
prescribed  by  the  Secretary,  that  such  institution  will  comply  with  the  re- 
quirements of  subparagraphs  (A)  and  (B)  of  paragraph  (5)  of  section  1861 
( v)  with  respect  to  such  amount". 

(e)  Effective  with  calendar  quarters  beginning  after  June  30,  1968,  section 
1903(a)  (1)  of  such  Act  is  amended  by  striking  out  "the  cost  thereof"  and 
inserting  in  lieu  thereof  "the  cost  thereof,  and  expenditures  for  inpatient  hospital 
services  attributable  to  depreciation  of  plant  and  equipment  of  institutions 
furnishing  such  services  but  only  if  the  requirements  of  section  1902(a)  (13)  (B) 
are  met". 

OUTPATIENT  HOSPITAL  AND  DIAGNOSTIC  SPECIALTY  BENEFITS  FOR  THE  AGED  AND 

DISABLED 

Sec  130. (a)  Title  XVIII  of  the  Social  Security  Act  is  amended  by  designating 
part  C  as  part  D,  and  by  inserting  immediately  after  section  1844  of  such  Act 
the  following : 

"Part  C — Outpatient  Hospital  and  Diagnostic  Specialty  Benefits  for  the 

Aged  and  Disabled 

"description  of  program 

"Sec  1850.  There  is  hereby  established  as  a  complement  to  the  programs 
under  part  A  and  part  B  a  special  program  related  to  the  services  furnished  to 
individuals  under  such  part  A  and  part  B  programs  providing  for  the  payment 
for  hospital  services  rendered  to  hospital  outpatients  and  for  the  payment  fo~ 
diagnostic  specialty  services  to  hospital  inpatients  and  outpatients. 

"scope  of  benefits 

"Sec  1851.  The  benefits  provided  to  an  individual  by  the  insurance  program 
established  by  this  part  shall  consist  of  entitlement  to  have  payment  made  to 
him  or  on  his  behalf  (subject  to  the  provisions  of  this  part)  for — 
"(a)  services  to  hospital  outpatients;  and 
"(b)  diagnostic  specialty  services  to  hospital  inpatients. 
For  definitions  of  'services  to  hospital  outpatients'  and  'diagnostic  specialty 
services'  see  section  1861  (p)  and  (z),  respectively. 

"amount  of  benefits 

"Sec  1852.  (a)  Subject  to  the  succeeding  provisions  of  this  section,  there  shall 
be  paid,  in  the  case  of  each  individual  who  is  covered  under  the  program  estab- 
lished under  this  part  and  who  incurs  expenses  for  services  with  respect  to  which 
benefits  are  payable  under  this  part,  an  amount  equal  to — 

"(1)  in  the  case  of  hospital  services  included  in  section  1851(a),  80  per 
cent  of  the  reasonable  cost  of  the  services ; 

"(2)  in  the  case  of  diagnostic  specialty  services  to  hospital  outpatients 
included  in  section  1851(a),  80  per  cent  of  the  reasonable  charges  for  the 
services;  and 

"(3)  in  the  case  of  services  described  in  section  1851(b),  the  reasonable 
charges  for  the  services. 

"(b)  Before  applying  subsections  (a)(1)  and  (a)(2)  with  respect  to  ex- 
penses incurred  for  services  described  in  section  1851(a)  by  an  individual  dur- 
ing any  calendar  year,  the  total  amount  of  the  expenses  incurred  by  such  indi- 
vidual during  such  year  (which  would,  except  for  this  subsection,  constitute 
incurred  expenses  from  which  benefits  payable  under  subsection  (a)  are  de- 
terminable) shall  be  reduced  by  a  deductible  of  $50;  except  that  the  amount  of 
the  deductible  for  such  calendar  year  shall  be  reduced  by  the  amount  of  any 
deductible  imposed  under  section  1833  ( b ) . 

"eligible  individuals 

"Sec  1853.  (a)  Every  individual  who  is  eligible  to  enroll  and  has  enrolled  in 
the  insurance  program  established  by  part  B  shall  be  entitled  to  have  payment 
made  for  services,  described  in  section  1851(a)  (subject  to  the  provisions  of 
section  1852),  which  are  furnished  him  in  the  periods  during  which  he  is  entitled 
to  have  payment  made  under  such  part  for  services  described  in  section  1832(a). 
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"(b)  Every  individual  who  is  entitled  (under  section  226  and  section  103  of  the 
Social  Security  Amendments  of  1965)  to  have  payment  made  on  his  behalf  under 
part  A  for  inpatient  hospital  services  furnished  during  any  month  shall  be 
entitled  to  have  payment  made  under  this  part  for  services  described  in  section 
1851(b)  furnished  him  in  such  month  as  an  inpatient  in  a  hospital  which  is 
eligible  for  payment  under  section  1866(a). 

"payment  of  claims  of  hospitals 

"Sec.  1854.  (a)  Payment  for  services  described  in  section  1851(a)  (except  to 
extent  that  such  services  are  included  under  diagnostic  specialty  services)  fur- 
nished an  individual  may  be  made  only  to  hospitals  which  are  eligible  therefor 
under  section  1866(a),  and  only  if  a  written  request  is  filed  for  such  payment 
in  such  form,  in  such  manner,  within  such  time,  and  by  such  person  or  persons 
as  the  Secretary  may  by  regulation  prescribe. 

"(b)  Payments  shall  also  be  made  to  any  hospital  for  services  to  hospital  out- 
patients (except  to  the  extent  that  services  are  included  under  diagnostic  spe- 
cialty services)  furnished,  by  the  hospital  or  under  arrangements  (as  defined 
in  section  1861  (w)),  with  it,  to  an  individual  entitled  under  this  part  even 
though  such  hospital  does  not  have  an  agreement  in  effect  under  this  title  if  (1) 
such  services  were  emergency  services  and  (2)  the  Secretary  would  be  required 
to  make  such  payment  if  the  hospital  had  such  an  agreement  in  effect  and  other- 
wise met  the  conditions  of  payment  hereunder.  Such  payments  shall  be  made  only 
in  the  amounts  provided  under  section  1812(b)  and  then  only  if  such  hospital 
agrees  to  comply,  with  respect  to  the  emergency  services,  provided,  with  the 
provisions  of  section  1866(a). 

"use  of  carriers  or  organizations  to  facilitate  payments  under  this  part 

"Sec.  1855.  The  Secretary  is  authorized  to  enter  into  such  modifications  of  the 
agreements  entered  into  pursuant  to  section  1816  and  of  the  contracts  entered  into 
pursuant  to  section  1842  as  he  finds  necessary  in  order  to  facilitate  the  admin- 
istration of  this  part ;  and  for  such  purposes  such  sections  are  applicable  to  the 
provisions  of  this  part.  To  the  extent  feasible,  the  Secretary  shall  utilize  the 
agreements  entered  into  under  section  1816  where  payment  is  to  be  made  on  a 
reasonable  cost  basis  and  contracts  entered  into  under  section  1842  where  pay- 
ment is  to  be  made  on  a  reasonable  charge  basis.  Where  the  services  are  fur- 
nished by  a  physician  under  an  arrangement  whereby  the  patient  receiving  such 
services  discharges  his  financial  liability  only  by  payment  to  the  physician  either 
directly  or  through  his  agent,  the  methods  of  payment  for  charges  provided 
under  section  1842  shall  apply.  Payment  for  the  services  of  a  physician  shall  be 
made  to  him  (or  to  the  hospital  if  the  physician  has  assigned  his  rights  to  the 
hospital)  by  the  method  provided  in  section  1842;  except  that  if  the  physician 
so  elects,  payment  may,  in  accordance  with  regulations,  be  made  to  the  hospital 
to  reimburse  it  for  compensation  paid  by  it  to  the  physician. 

"payment  of  benefits 

"Sec.  1856.  Payment  for  services  described  in  section  1851(a)  shall  be  made 
from  the  Federal  Supplementary  Medical  Insurance  Trust  Fund.  Payment  for 
services  described  in  section  1851(b)  shall  be  made  from  the  Federal  Hospital 
Insurance  Trust  Fund." 

(b)  Section  1861  of  such  Act  is  amended  by  adding  at  the  end  thereof  the 
following  new  paragraph : 

"Diagnostic  Specialty  Services 

"(z)  The  term  'diagnostic  specialty  services'  means  diagnostic  X-Ray  services 
and  diagnostic  laboratory  services  furnished  by  a  physician  to  an  individual 
either  as  an  inpatient  or  an  outpatient  of  a  hospital  and  other  services  (to  the 
extent  defined  in  regulations  of  the  Secretary)  related  thereto." 

(c)  (1)  The  heading  of  section  1861  (p)  of  such  Act  is  amended  by  striking  out 
"Outpatient  Hospital  Diagnostic  Services"  and  inserting  in  lieu  thereof  "Services 
to  Hospital  Outpatients". 

(2)  The  text  of  section  1861(d)  of  such  Act  is  amended  to  read  as  follows: 
"  (p)  The  term  'services  to  hospital  outpatients'  means — 

"(1)  diagnostic  specialty  services  furnished  to  an  individual  as  a  hospital 
outpatient ;  and 
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"(2)  services  (A)  which  are  furnished  to  an  individual  as  an  outpatient 
by  a  hospital  or  by  others  under  arrangements  with  them  made  by  a  hospital 
(including  drugs  and  biologicals  which  cannot,  as  determined  in  accordance 
with  regulations,  be  self -administered)  and  (B)  which  are  ordinarily  fur- 
nished by  such  hospital  (or  by  others  under  such  arrangements)  to  its  out- 
patients ; 
excluding,  however — 

"(3)  any  item  or  service  (except  diagnostic  specialty  services)  if  it  would 
not  be  included  under  subsection  (b)  if  furnished  to  an  inpatient  of  a  hospital ; 
and 

"(4)  any  services  furnished  under  arrangements  referred  to  in  paragraph 

(2)  unless  furnished  in  the  hospital  or  in  other  facilities  operated  by  or  under 
the  supervision  of  the  hospital  or  its  organized  medical  staff  or  furnished  by 
another  hospital  which  is  qualified  to  participate  under  this  title." 

( 3 )  Section  1812  ( a )  of  such  Act  is  amended  by — 

(A)  inserting  "and"  at  the  end  of  paragraph  (2)  ; 

(B)  striking  out  " ;  and"  at  the  end  of  paragraph  (3)  and  inserting  in  lieu 
thereof  a  period  ;  and 

(C)  striking  out  paragraph  (4). 

(4)  Section  1813(a)  of  such  Act  is  amended  by  striking  out  paragraph  (2) 
and  by  redesignating  paragraphs  (3)  and  (4)  as  (2)  and  (3),  respectively. 

(5)  Section  1813(b)  (2)  of  such  Act  is  amended  by  striking  out  "or  diagnostic 
study".' 

( 6 )  Section  1814  ( a )  ( 2 )  of  such  Act  is  amended  by— 

(A)  inserting  "or"  at  the  end  of  subparagraph  (D)  ; 

(B)  striking  out  "or"  at  the  end  of  subparagraph  (E)  ;  and 

( C )  striking  out  subparagraph  ( F ) . 

(7)  Section  1814  of  such  Act  is  amended  by  striking  out  in  the  last  sentence 
"(E),  or  (F)"  and  inserting  in  lieu  thereof  "or  (E)". 

(8)  Section  1814(d)  of  such  Act  is  amended  by  striking  out  "or  outpatient 
hospital  diagnostic  services". 

(9)  Section  1833  (b)  of  such  Act  is  amended  by — 

(A)  striking  out  "1813(a)(2)(A)"  and  inserting  in  lieu  thereof  "1852 
(b)";and 

(B)  striking  out  "outpatient  hospital  diagnostic  services"  and  inserting  in 
lieu  thereof  "services  to  hospital  outpatients". 

(10)  Section  1833(d)  of  such  Act  is  amended  by  striking  out  "other  than 
subsection  (a)  (2)  (A)  thereof". 

(11)  Section  1861(e)  of  such  Act  is  amended  by  striking  out  "1814(d)" 
each  time  it  appears  therein  and  inserting  in  lieu  thereof  "1814(d)  and  section 
1854(b)". 

( 12 )  Section  1866  ( a )  ( 2 )  of  such  Act  is  amended— 

(A)  by  striking  out  "outpatient  hospital  diagnostic  services,  for  which 
payment  is  made  under  part  A"  and  inserting  in  lieu  thereof  "services  to 
hospital  outpatients,  as  defined  in  section  1861  (p)  (2)";  and 

(B)  by  striking  out  "(a)  (2),  or  (a)  (4)"  and  inserting  in  lieu  thereof  "or 
(a)(3)". 

(13)  Section  226(b)  (1)  of  such  Act  is  amended  by  striking  out  ",  and  out- 
patient hospital  diagnostic  services"  and  by  inserting  "and"  after  "extended  care 
services,". 

(d)  So  much  of  section  1861  (s)  of  such  Act  which  precedes  paragraph  (1) 
is  amended  by  striking  out  "or  home  health  services"  and  inserting  in  lieu  thereof 
"home  health  services,  services  to  hospital  outpatients,  diagnostic  specialty 
services  to  hospital  inpatients". 

(e)  Section  1861  (s)  (2)  of  such  Act  is  amended  by  striking  out  ",  and  hospital 
services  (including  drugs  and  biologicals  which  cannot,  as  determined  in  accord- 
ance with  regulations,  be  self -administered)  incident  to  physicians'  services 
rendered  to  outpatients". 

ELIMINATION  OF  REQUIREMENT  OF  PHYSICIAN   CERTIFICATION   IN   THE  CASE  OF 
INPATIENT  HOSPITAL  SERVICES  AT  TIME  INDIVIDUAL  BECOMES  AN  INPATIENT 

Sec  131.  (a)  Section  1814(a)  of  the  Social  Security  Act  is  amended — 

(1)  by  striking  out  subparagraph  (A)  of  paragraph  (2)  ; 

(2)  by  redesignating  subparagraphs  (B).  (C),  (D),  and  (E)  of  such 
paragraph  (2)  as  subparagraphs  (A),  (B),  (C),  and  (D),  respectively; 
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(3)  by  redesignating  paragraphs  (3),  (4),  (5),  and  (6)  as  paragraphs 
(4),  (5),  (6),  and  (7) ,  respectively  ; 

(4)  by  inserting  immediately  after  paragarph  (2)  the  following  new 
paragraph : 

"(3)  with  respect  to  inpatient  hospital  services  (other  than  inpatient 
psychiatric  hospital  services  and  inpatient  tuberculosis  services)  a  physician 
certifies,  in  those  cases  where  such  services  are  furnished  over  a  period  of 
time,  that  such  services  are  required  to  be  given  on  an  inpatient  basis  for 
such  individual's  medical  treatment,  or  that  inpatient  diagnostic  study  is 
medically  required  and  such  services  are  necessary  for  such  purpose,  except 
that  (A)  such  certification  shall  be  furnished  only  in  such  cases,  with  such 
frequency,  and  accompanied  by  such  supporting  material,  appropriate  to  the 
cases  involved,  as  may  be  provided  by  regulation,  and  (B)  the  first  such  cer- 
tification required  under  clause  (A)  shall  be  furnished  no  later  than  the 
20th  day  of  such  period ;" ;  and 

(5)  by  striking  out  "(D),  or  (E)"  and  inserting  in  lieu  thereof  "or  (D)". 
(b)  The  amendment  made  by  subsection  (a)  shall  apply  with  respect  to  pay- 
ments under  title  XVIII  of  the  Social  Security  Act  for  services  provided  after 
June  30.  1967. 

Part  4 — Miscellaneous  and  Technical  Amendments 
eligibility  of  certain  children  for  monthly  benefits 

Sec.  150.  (a)  Section  216(e)  of  the  Social  Security  Act  is  amended  by  striking 
out  "(e)"  and  inserting  in  lieu  thereof  "(e)  (1)",  and  by  striking  out  the  first 
sentence  and  inserting  in  lieu  thereof  the  following :  "The  term  'child'  means — 
"  ( A)  the  child  or  legally  adopted  child  of  an  individual, 

"(B)  a  stepchild  who  has  been  such  stepchild  for  not  less  than  one  year 
immediately  preceding  the  day  on  which  application  for  child's  insurance  bene- 
fits is  filed  or  (if  the  insured  individual  is  deceased)  the  day  on  which  such 
individual  died, 

"(C)  in  the  case  of  a  living  individual,  a  person  who  was  related  by  blood 
or  adoption  to  such  individual  or  such  individual's  spouse,  and  who  was  living 
in  such  individual's  household  and  receiving  at  least  one-half  of  his  support, 
as  determined  in  accordance  with  regulations  prescribed  by  the  Secretary,  from 
such  individual  at,  and  for  a  continuous  period  of  not  less  than  5  years  immedi- 
ately preceding,  whichever  of  the  following  days  first  occurred — 

"(i)  the  day  on  which  such  individual  became  entitled  to  benefits  under 

section  202(a)  or  223,  or 

(ii)  if  such  individual  had  a  period  of  disability  which  continued  until  he 

became  entitled  to  benefits  under  section  202(a),  the  day  on  which  such 

period  of  disability  began, 
but  only  if  such  continuous  period  of  not  less  than  5  years  began  before  such 
person  attained  age  18  and  continued,  insofar  as  the  requirement  of  living  in 
such  individual's  household  is  concerned,  until  application  for  child's  insur- 
ance benefits  is  filed,  and 

"(D)  in  the  case  of  a  deceased  individual,  a  person  who  was  related  by 
blood  or  adoption  to  such  individual  or  such  individual's  spouse,  and  who  was 
living  in  such  individual's  household  and  was  receiving  at  least  one-half  of  his 
support,  as  determined  in  accordance  with  regulations  prescribed  by  the  Sec- 
retary, from  such  individual  on,  and  for  a  continuous  period  of  not  less  than 
one  year  immediately  preceding, 

"  (i)  the  day  such  individual  died,  or 

"(ii)  if  such  individual  had  a  period  of  disability  which  continued  until 
he  died,  the  day  on  which  such  period  of  disability  began, 
but  only  if  such  continuous  period  of  not  less  than  one  year  began  before  such 
person  attained  age  18  and  continued,  insofar  as  the  requirement  of  living  in 
such  individual's  household  is  concerned,  until  such  individual  died." 
(b)  Section  202(d)  of  such  Act  is  amended  by  adding  at  the  end  thereof  the 
following  new  paragraph : 

"(11)  A  child  who  is  a  child  of  an  individual  under  paragraph  (1)  (C)  or 
(1)  (D)  of  section  216(e)  shall  be  deemed  dependent  on  such  individual  at  the 
time  specified  in  such  paragraph  unless  at  such  time  such  child  was  receiving 
regular  contributions  toward  his  support  from  (A)  his  natural  or  adopting  par- 
ent, or  his  stepparent,  or  (B)  a  public  or  private  welfare  organization  which 
had  placed  such  child  in  such  individual's  household  under  a  foster-care  pro- 
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gram;  except  that  the  provisions  of  clause  (A)  shall  not  apply  if  such  individual 
is  the  mother  or  father  of  such  child." 

(c)  The  second  sentence  of  section  216(e)  of  the  Social  Security  Act  is 
amended  by  striking  out  the  semicolon  and  inserting  in  lieu  thereof  a  period,  and 
by  striking  out  all  that  follows  such  period  down  to  the  last  sentence  of  such 
section  216(e)  and  inserting  in  lieu  thereof  the  following  sentence: 

''The  preceding  sentence  shall  not  apply  if  at  the  time  of  such  individual's  death 
such  person  was  receiving  regular  contributions  toward  his  support  from — 
"(C)  someone  other  than  such  individual  or  his  spouse,  or 
"(D)  a  public  or  private  welfare  organization  which  had  placed  such  person 
in  such  individual's  household  under  a  foster-care  program, 
except  that  the  provisions  of  subparagraph  (C)  shall  not  apply  if  such  indi- 
vidual is  the  mother  or  father  of  such  person." 

(d)  The  amendments  made  by  this  section  shall  be  applicable  with  respect  to 
monthly  benefits  under  title  II  of  the  Social  Security  Act  for  and  after  the  second 
month  following  the  month  in  which  this  Act  is  enacted  on  the  basis  of  an  appli- 
cation filed  in  or  after  the  month  in  which  this  Act  is  enacted. 

ELIGIBILITY  OF  AN  ADOPTED  CHILD  FOR   MONTHLY  BENEFITS 

Sec.  151.  Oa)  Section  216(e)  of  the  Social  Security  Act  (as  amended  by  sec- 
tion 150(c)  of  this  Act)  is  amended  by  striking  out  the  second  sentence  and 
inserting  in  lieu  thereof  the  following : 

"(2)  Except  as  may  be  provided  in  the  succeeding  sentence  of  this  paragraph, 
for  the  purposes  of  paragraph  (1)  (A),  a  person  shall  be  deemed,  as  of  the  date 
of  death  of  an  individual,  to  be  the  legally  adopted  child  of  such  individual  if 
such  person  was  at  the  time  of  such  individual's  death  living  in  such  indi- 
vidual's household  and  was  legally  adopted  by  such  individual's  surviving  spouse 
after  such  individual's  death  and  only  if- — 

"(A)  proceedings  for  the  adoption  of  the  child  had  been  instituted  by  such 

individual  before  his  death,  or 

"(B)  such  child  was  adopted  by  such  individual's  surviving  spouse  before 

the  end  of  two  years  after  (i)  the  day  on  which  such  individual  died  or  (ii) 

the  date  of  enactment  of  the  Social  Security  Amendments  of  1958." 

(b)  Section  216(e)  of  the  Social  Security  Act  (as  amended  by  subsection  (a) 
of  this  section  and  by  section  150  of  this  Act)  is  amended  by  striking  out  "For 
purposes  of  clause  (2) "  and  inserting  in  lieu  thereof  the  following : 

"(3)  For  the  purposes  of  paragraph  (1)  (B),". 

(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply  with  re- 
spect to  monthly  benefits  under  title  II  of  the  Social  Security  Act  for  and  after 
the  second  month  following  the  month  in  which  this  Act  is  enacted,  but  only  on 
the  basis  of  an  application  filed  in  or  after  the  month  in  which  this  Act  is 
enacted. 

PARENT'S   INSURANCE  BENEFITS 

Sec.  152.  (a)  Paragraphs  (1)  and  (2)  of  section  202  (h)  of  the  Social  Secur- 
ity Act  are  amended  to  read  as  follows : 

"(1)  Every  parent  (as  defined  in  this  subsection)  of  an  individual  entitled  to 
old-age  or  disability  insurance  benefits,  or  of  an  individual  who  died  a  fully  in- 
sured individual,  if  such  parent — 
"(A)  has  attained  age  62, 

"(B)  was  receiving  at  least  one-half  of  his  support,  as  determined  in  ac- 
cordance with  regulations  prescribed  by  the  Secretary,  from  such  deceased  or 
insured  individual — 

"(1)  if  such  individual  is  entitled  to  old-age  or  disability  insurance  bene- 
fits, at  the  time  he  became  entitled  to  such  benefits, 

"  (ii)  if  such  individual  has  died,  at  the  time  of  death,  or 
"(iii)  if  such  individual  had  a  period  of  disability  which  continued  until 
he  became  entitled  to  old-age  or  disability  insurance  benefits,  or  (if  he  has 
died)  until  the  month  of  his  death,  at  the  beginning  of  such  period  of 
disability, 

and  has  filed  proof  of  such  support  within  two  years  after  the  month  in  which 
such  individual  filed  application  with  respect  to  such  period  of  disability, 
became  entitled  to  such  benefits,  or  died,  whichever  is  claimed  by  such  parent, 
"(C)  is  not  entitled  to  old-age  insurance  benefits,  or  is  entitled  to  such  bene- 
fits, each  of  which  is  (i)  based  on  a  primary  insurance  amount  which  is  less 
than  50  percent  of  the  primary  insurance  amount  of  such  individual  if  he  is 
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entitled  to  old-age  or  disability  insurance  benefits,  or  ( ii )  less  than  82%  per- 
cent of  the  primary  insurance  amount  of  such  individual  if  he  is  deceased,  but 
only  in  case  the  amount  of  such  parent's  insurance  benefit  is  determinable  un- 
der paragraph  (2)  (A)  (or  75  percent  of  such  primary  insurance  amount  in 
any  other  case) , 

"(D)  has  not  married  since  the  time  as  of  which  the  Secretary  determines, 
under  subparagraph  (B)  of  this  paragraph,  that  such  parent  is  receiving  at 
least  one-half  of  his  or  her  support  from  such  individual, 
"(E)  has  filed  application  for  parent's  insurance  benefits, 
shall  be  entitled  to  a  parent's  insurance  benefit  for  each  month,  beginning  with 
the  first  month  in  which  he  or  she  becomes  so  entitled  to  such  insurance  benefits 
and  ending  with  the  month  preceding  the  first  month  in  which  any  of  the  follow- 
ing occurs — 

"(F)  such  parent  dies  or  marries,  or 

"(G)  (i)  if  such  individual  is  entitled  to  old-age  insurance  benefits,  such 
parent  becomes  entitled  to  an  old-age  insurance  benefit  based  on  a  primary 
insurance  amount  which  is  equal  to  or  exceeds  one-half  of  the  primary 
insurance  amount  of  such  individual,  or  (ii)  if  such  individual  has  died, 
such  parent  becomes  entitled  to  an  old-age  insurance  benefit  which  is  equal 
to  or  exceeds  82%  percent  of  the  primary  insurance  amount  of  such  individual 
in  case  the  amount  of  the  parent's  insurance  benefit  for  such  month  is  de- 
terminable under  paragraph  (2)  (A)  (or  75  percent  of  such  primary  insurance 
amount  in  any  other  case ) ,  or 

"(H)  such  individual  is  not  entitled  to  disability  insurance  benefits  and 
is  not  entitled  to  old-age  insurance  benefits. 

"(2)  (A)  Except  as  provided  in  subparagraphs  (B)  and  (C),  and  in  subsec- 
tion (q),  such  parent's  insurance  benefit  for  each  month  shall  be  equal  to — 

"(i)  if  the  individual  on  the  basis  of  whose  wages  and  self -employment 
income  the  parent  is  entitled  to  such  benefit  has  not  died  prior  to  the  end 
of  such  month,  one-half  of  the  primary  insurance  amount  of  such  individual 
for  such  month,  or 

"(ii)  if  such  individual  has  died  in  or  prior  to  such  month,  82%  percent 
of  the  primary  insurance  amount  of  such  individual ; 

"(B)  For  any  month  for  which  more  than  one  parent  is  entitled  to  parent's 
insurance  benefits  on  the  basis  of  the  wages  and  self-employment  income  of 
an  individual  who  died  in  or  prior  to  such  month,  such  benefit  for  each  such 
parent  for  such  month  shall  (except  as  provided  in  subparagraph  (C) )  be  equal 
to  75  per  centum  of  the  primary  insurance  amount  of  such  insured  individual : 
"  ( O )  In  any  case  in  which — 

"(i)  any  parent  is  entitled  to  a  parent's  insurance  benefit  for  a  month 
on  the  basis  of  the  wages  and  self-employment  income  of  an  individual 
who  died  in  or  prior  to  such  month,  and 

"(ii)  another  parent  of  such  individual  is  entitled  to  parent's  insurance 
benefits  for  such  month  on  the  basis  of  such  wages  and  self -employment  in- 
come, and  on  the  basis  of  an  application  filed  after  such  month  and  after 
the  month  in  which  the  application  for  the  parent's  insurance  benefits  referred 
to  in  clause  ( i )  was  filed, 

the  amount  of  the  parent's  insurance  benefit  of  the  parent  referred  to  in  clause 
(i)  for  the  month  referred  to  in  such  clause  shall  be  determined  under  sub- 
paragraph (A)  instead  of  subparagraph  (B)  and  the  amount  of  the  parent's 
insurance  benefit  of  the  parent  referred  to  in  clause  (ii)  for  such  month  shall 
be  equal  to  150  per  centum  of  the  primary  insurance  amount  of  such  individual 
minus  the  amount  (before  the  application  of  section  203(a) )  of  the  benefit  for 
such  month  of  the  parent  referred  to  in  clause  ( i ) ." 
(b)  Section  202 (q)  of  such  Act  is  amended — 

(1)  by  inserting  "PARENT'S,"  in  the  heading  after  "HUSBAND'S,"; 

(2)  by  inserting  "parent's,"  in  paragraph  (1)  after  "husband's,",  and  by 
striking  out  "or  husband's"  in  such  paragraph  and  inserting  in  lieu  thereof 
",  husband's,  or  parent's"  ; 

(3)  by  inserting  "parent's,"  after  "husband's,"  wherever  it  appears  in  para- 
graph (3),  and  by  striking  out  "or  husband's"  wherever  it  appears  in  such 
paragraph  and  inserting  in  lieu  thereof  ",  husband's,  or  parent's"  : 

(4)  by  inserting  "parent's,"  after  "husband's."  wherever  it  appears  in 
paragraph  (6)  : 

(5)  by  inserting  "parent's,"  after  "husband's,"  in  paragraph  (7)  ;  by  striking 
out  "or  husband's"  in  paragraph  (7)  and  inserting  in  lieu  thereof  ",  husband's, 
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or  parent's";  and  by  inserting  at  the  end  of  subparagraph  (A)  of  such  para- 
graph the  following:  "and,  in  the  case  of  a  parent's  insurance  benefit,  any 
month  in  which  no  such  benefit  was  payable  under  section  203(a)," ; 

(6)  by  striking  out  "or  husband's"  in  paragraph  (9)  and  inserting  in  lieu 
thereof  "husband's,  or  parent's" ;  and 

(7)  by  adding  at  the  end  thereof  the  following  new  paragraph : 

"(10)  For  purposes  of  this  subsection,  'parent's  insurance  benefits'  means 
benefits  payable  under  this  section  to  a  parent  on  the  basis  of  the  wages  and 
self-employment  income  of  an  individual  entitled  to  old-age  insurance  benefits 
or  disability  insurance  benefits." 

(c)  Section  202  (r)  of  such  Act  is  amended — 

(1)  by  striking  out  "or  Husband's"  in  the  heading  and  inserting  in  lieu 
thereof  ",  Husband's,  or  Parent's"  ;  and 

(2)  by  striking  out  "or  husband's"  each  time  it  appears  in  paragraphs  (1) 
and  (2)  and  inserting  in  lieu  thereof  ",  husband's,  or  parent's". 

(d)  The  last  sentence  of  section  203(a)  of  such  Act  is  amended  to  read  as 
follows :  "Whenever  a  reduction  is  made  under  this  subsection  in  the  total  of 
monthly  benefits  for  any  month — 

"  ( A )  if  such  total  of  benefits  for  such  month  includes  any  benefit  or  benefits 
under  section  202(h),  the  reduction  shall  be  applied  against  such  benefifs 
under  section  202(h)  by  proportionately  decreasing  them  ; 

"(B)  if  no  benefits  under  section  202(h)  are  included  in  such  total  benefit  or 
if  such  reduction  exceeds  the  sum  of  the  benefits  under  section  202(h)  for 
such  month,  all  of  such  reduction  or  such  excess,  as  the  case  may  be,  shall  be 
applied  against  the  benefits  (other  than  those  under  section  202(h) )  included 
in  such  total  of  benefits  for  such  month  by  proportionately  decreasing  each  of 
them,  except  the  old-age  or  disability  insurance  benefit." 

(e)  Section  203(d)(1)  of  such  Act  is  amended  by  striking  out  "or  child's" 
wherever  it  appears  and  inserting  in  lieu  thereof  "child's  or  parent's"  and  by 
striking  out  "or  child"  and  inserting  in  lieu  thereof  "child,  or  parent". 

(f)  (1)  The  amendments  made  by  subsections  (a),  Ob),  (c),  and  (e)  of  this 
section  shall  apply  only  with  respect  to  monthly  insurance  benefits  under  title 
II  of  the  Social  Security  Act  for  and  after  the  second  month  following  the 
month  in  which  this  Act  is  enacted  on  the  basis  of  applications  filed  in  or  after 
the  month  in  which  this  Act  is  'enacted. 

(2)  The  amendments  made  by  subsection  (d)  of  this  section  shall  apply  only 
in  the  case  of  applications  for  benefits  under  such  section  202(h)  filed  in  or 
after  the  second  month  following  the  month  in  which  this  Act  is  enacted. 

(g)  The  requirement  in  section  202(h)  (1)  (B)  of  the  Social  Security  Act 
that  proof  of  support  be  filed  within  two  years  after  a  specified  date  in  order  to 
establish  eligibility  for  parent's  insurance  benefits  shall,  insofar  as  such  re- 
quirement applies  to  cases  where  applications  under  such  subsection  are  filed 
by  parents  on  the  basis  of  the  wages  and  self-employement  income  of  an  in- 
dividual entitled  to  old-age  or  disability  insurance  benefits,  not  be  applicable 
if  such  proof  of  support  is  filed  within  two  years  after  the  date  of  enactment  of 
this  Act. 

UNDERPAYMENTS 

Sec.  153.  (a)  Section  204(d)  of  the  Social  Security  Act  is  amended  to  read 
as  follows : 

"(d)  Notwithstanding  the  provisions  of  subsection  (a),  if  an  individual  dies 
before  any  payment  due  him  under  this  title  is  completed,  payment  of  the  amount 
due  (including  the  amount  of  any  unnegotiated  check)  shall  be  made — 

"(1)  to  the  person,  if  any,  determined  by  the  Secretary  to  be  the  surviving 
spouse  of  the  deceased  individual  and  to  have  been  living  in  the  same  house- 
hold with  the  deceased  at  the  time  of  his  death  ; 

"(2)  if  there  is  no  person  who  meets  the  requirements  of  paragraph  (1),  or 
if  the  person  who  meets  such  requirements  dies  before  payment  due  him  under 
this  title  is  completed,  to  the  person,  if  any,  determined  by  the  Secretary  to  be 
a  spouse  of  the  deceased  individual  who  was,  for  the  month  in  which  the  de- 
ceased individual  died,  entitled  to  a  monthly  benefit  on  the  basis  of  the  same 
wages  and  self -employment  income  as  was  the  deceased  individual ; 

"(3)  if  there  is  no  person  who  meets  the  requirements  of  paragraph  (1) 
or  (2).  or  if  each  person  who  meets  such  requirements  dies  before  payment 
due  him  under  this  title  is  completed,  to  the  child  or  children,  if  any,  of  such 
deceased  individual  (and  in  case  there  is  more  than  one  such  child,  in  equal 
parts  to  each  such  child )  ; 
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"(4)  if  there  is  no  person  who  meets  the  requirements  of  paragraph  (1). 
(2),  or  (3)  or  if  each  person  who  meets  such  requirements'  dies1  before'  payment 
due  him  under  this  title  is  completed,  to  the  legal  representative  of  the  estate 
of  such  deceased  individual ; 

"(5)  if  there  is  no  person  who  meets  the  requirements  of  paragraphs  (1). 
(2),  (3),  or  (4),  or  if  each  person  who  meets  such  requirements  dies  before 
payment  due  him  under  this  title  is  completed,  to  such  person  or  persons, 
related  to  such  deceased  individual  by  blood,  marriage,  or  adoption,  as  the 
Secretary  determines  (under  such  regulations  as  he  may  prescribe)  to  be  the 
proper  person  or  persons  to  receive  such  payment  on  behalf  of  the  estate  of 
such  deceased  individual." 

(b)  The  heading  of  section  1870  of  such  Act  is  amended  by  adding  at  the  end 
thereof  "and  settlement  of  claims  for  benefits  on  behalf  of  deceased 
individuals". 

(c)  Section  1870  of  such  Act  is  amended  by  adding  after  subsection  (d)  the 
following  new  subsections : 

"(e)  If  an  individual  who  received  medical  and  other  health  services  for 
which  payment  may  be  made  under  section  1832(a)  (1)  dies,  and  payment  for 
such  services  was  made  (other  than  under  this  title)  and  the  individual  died 
before  any  payment  due  with  respect  to  such  services  was  completed,  payment  of 
the  amount  due  (including  the  amount  of  any  unnegotiated  checks)  shall  be 
made — 

"(1)  if  such  payment  for  such  services  was  made  by  a  person  other  than 
the  deceased  individual,  to  the  person  or  persons  determined  by  the  Secretary 
under  regulations  prescribed  by  him  to  have  paid  for  such  services : 

"(2)  if  such  payment  for  such  services  was  made  by  the  deceased  individual 
before  his  death,  or  if  there  is  no  person  to  whom  payment  can  be  made  under 
paragraph  (1)  (or  if  each  such  person  dies  before  such  payment  is  comnleted). 

(A)  to  the  legal  representative  of  the  estate  of  such  deceased  individual,  if 
any:  (B)  if  there  is  no  legal  representative,  to  the  person,  if  anv.  determined 
by  the  Secretary  to  be  the  surviving  spouse  of  the  deceased  individual  and  to 
have  been  living  in  the  same  household  with  the  deceased  at  the  time  of  his 
death ;  (C)  if  there  is  no  person  who  meets  the  requirements  of  clause  (A)  or 

(B)  ,  or  if  each  such  person  dies  before  payment  due  him  under  this  title  is 
completed,  to  the  person,  if  any,  determined  by  the  Secretary  to  be  a  spouse 
of  the  deceased  individual  who  was,  for  the  month  in  which  the  deceased  indi- 
vidual died,  entitled  to  a  monthly  benefit  under  title  II  on  the  basis  of  the 
same  wages  and  self-employment  income  as  was  the  deceased  individual:  or 
(D)  if  there  is  no  person  who  meets  the  requirements  of  clause  (A^.  (B)  or 

(C)  ,  or  if  each  such  person  dies  before  payment  due  him  under  this  title  is 
completed,  to  the  person  or  persons,  if  any,  determined  by  the  Secretary  to  be 
the  child  or  children  of  such  deceased  individual  (and  in  case  there  is  more 
than  one  such  child,  in  equal  parts  to  each  such  child)  :  or  (E)  if  there  is  no 
person  who  meets  the  requirements  of  clause  (A).  (B).  (C)  or  (D),  or  if 
each  such  person  dies  before  payment  due  him  under  this  title  is  completed, 
to  such  person  or  persons,  related  to  such  deceased  individual  by  blood,  mar- 
riage, or  adoption,  as  the  Secretary  determines  (under  such  regulations  as  he 
may  prescribe)  to  be  the  proper  person  or  persons  to  receive  such  payment  on 
behalf  of  the  estate  of  such  deceased  individual. 

"(f)  If  an  individual  who  received  medical  and  other  health  services  for 
which  payment  may  be  made  under  section  1832(a)  (1)  dies,  and  (1)  no  assign- 
ment of  the  right  to  payments  was  made  by  such  individual  before  his  death, 
and  (2)  payment  for  such  services  has  not  >been  made,  payment  for  such  serv- 
ices shall  be  made  to  the  physician  or  other  persons  who  provided  such  services. 
Payment  shall  be  made  under  this  subsection  only  in  such  amount  and  subject 
to  such  conditions  as  would  have  been  applicable  if  the  individual  who  received 
the  services  had  not  died,  and  only  if  the  person  or  persons  who  provided  the 
services  agrees  that  the  reasonable  charge  is  the  full  charge  for  the  services." 

(d)  Clause  (ii)  of  section  1842(b)  (3)  (B)  of  such  Act  is  amended  to  read  as 
follows  :  "  (ii)  such  payment  will  (except  as  otherwise  provided  in  section  1870 (f ) 
be  made  on  the  basis  of  a  receipted  bill  or  on  the  ba«is  of  an  assignment  under 
the  terms  of  which  the  reasonable  charge  is  the  full  charge  for  the  services :". 
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SIMPLIFICATION  OF  COMPUTATION  OF  PRIMARY  INSURANCE  AMOUNT  AND  QUARTER  OF 
COVERAGE  IN  THE  CASE  OF  193  7-1950  WAGES 

Sec.  154.  (a)  (1)  Section  215(a)  of  the  Social  Security  Act  is  amended  by — 

(A)  Striking  out  "III"  in  paragraph  (1)  and  inserting  in  lieu  thereof  "II", 
and  striking  out  "IV"  in  such  paragraph  and  inserting  in  lieu  thereof  "III"  ; 

(B)  striking  out  "II"  in  paragraph  (1)  and  inserting  in  lieu  thereof  "I", 
and  striking  out  "IV"  in  such  paragraph  and  inserting  in  lieu  thereof  "III" ; 

(C)  striking  out  paragraph  (3)  ; 

(D)  redesignating  paragraph  (4)  as  paragraph  (3),  and  by  striking  out 
"IV"  in  such  paragraph  and  inserting  in  lieu  thereof  "III"  ;  and 

(E)  redesignating  paragraph  (5)  (added  to  section  215(a)  of  such  Act  by 
section  102(a)  of  this  Act)  and  the  reference  thereto  as  paragraph  (4). 

(2)  Section  215(a)  of  such  Act  (as  amended  by  section  101(a)  of  this  Act) 
is  further  amended  by  striking  out  column  I  of  the  table  inserted  in  such  sec- 
tion 215(a)  by  such  section  101(a),  and  by  redesignating  columns  II,  III,  IV, 
and  V  of  such  table  as  I,  II,  III,  and  I  V,  respectively. 

(b )  Section  215  ( b )  of  such  Act  is  amended  by — 

(1)  striking  out  in  paragraph  (1)  "III"  and  inserting  in  lieu  thereof  "II" ; 
and 

(2)  revising  subparagraph  (C)  of  paragraph  (2)  to  read  as  follows  : 

"(C)  For  the  purposes  of  subparagraph  (B),  'computation  base  years'  include 
calendar  years  in  the  period  after  1936  and  prior  to  the  earlier  of  the  following 
years — 

"(i)  the  year  in  which  occurred  (whether  by  reason  of  section  202 (j)  (1)  or 
otherwise)  the  first  month  for  which  the  individual  was  entitled  to  old-age 
insurance  benefits,  or 

"  ( ii )  The  year  succeeding  the  year  in  which  he  died, 
except  that  years  prior  to  1951  may  be  included  only  if,  pursuant  to  subparagraph 

(D)  ,  wages  are  deemed  to  have  been  paid  in  such  year.  Any  calendar  year  (after 
1950)  all  of  which  is  included  in  a  period  of  disability  shall  not  be  included  as  a 
computation  base  year. 

"(D)  For  purposes  of  subparagraphs  ( B )  and  ( C )  — 

"(i)  an  individual  whose  total  wages  prior  to  1951  do  not  exceed  $12,000 
shall  be  deemed  to  have  been  paid  such  wages  in  equal  parts  in  four  calendar 
years ; 

"(ii)  an  individual  whose  total  wages  prior  to  1951  exceed  $12,000  and  are 
less  than  $42,000  shall  be  deemed  to  have  been  paid  (I)  $3,000,  in  each  calendar 
year  prior  to  1951,  but  only  to  the  extent  that  the  total  of  such  calendar  years 
is  equal  to  the  integer  derived  by  dividing  the  total  of  such  wages  paid  prior  to 
1951  by  $3,000,  and  ( II )  the  excess  of  such  total  of  such  wages  over  the  prod- 
uct of  $3,000  times  such  integer,  in  an  additional  calendar  year ; 

"  (iii)  an  individual  whose  total  wages  prior  to  1951  are  at  least  $42,000  shall 
be  deemed  to  have  been  paid  $3,000  in  each  of  fourteen  calendar  years. 
"(E)  For  purposes  of  subparagraph  (D) ,  'total  wages'  with  respect  to  an  indi- 
vidual means  the  sum  of  ( i )  remuneration  credited  to  such  individual  prior  to 
1951  on  the  records  of  the  Secretary,  (ii)  wages  deemed  paid  to  such  individual 
under  section  217,  and  (iii)  compensation  under  the  Railroad  Retirement  Act  of 
1937  creditable  to  him  pursuant  to  this  title." 

(c)  Section  215(c)  of  such  Act  (as  amended  by  section  101(d)  of  this  Act)  is 
further  amended  by  striking  out  "II"  and  inserting  in  lieu  thereof  "I". 

(d)  Section  215(d)  (as  amended  by  section  101  (d)  of  this  Act)  is  repealed. 

(e)  (1)  So  much  of  section  215(f)  (2)  of  such  Act  as  precedes  subparagraph 

( E )  is  amended  to  read  as  follows  : 
"  (2)  With  respect  to  each  year — 

"(A)  for  any  part  of  which  an  individual  is  entitled  to  old-age  insurance 
benefits,  and 

"(B)  which  begins  after  1964,  except  that  the  amendments  made  by  sections 
154  (a)  and  (b)  of  the  Social  Security  Amendments  of  1967  shall  not  apply  for 
this  purpose  unless  such  individual  has  wages  or  self-employment  income  cred- 
ited for  a  year  after  1966, 
the  Secretary  shall,  at  such  time  or  times  and  within  such  period  as  he  may  by 
regulations  prescribe,  recompute  the  primary  insurance  amount  of  such  individ- 
ual.   Such  recomputation  shall  be  made,  as  provided  in  subsection  (a)(1),  as 
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though  the  year  with  respect  to  which  such  recomputation  is  made  is  the  last  year 
of  the  period  specified  in  subsection  (b)  (2)  (C),  and  as  provided  in  subsection 
(a)  (4).  A  recomputation  under  this  paragraph  with  respect  to  any  year  shall 
be  effective — ". 

(2)  Subparagraphs  (E)  and  (F)  shall  be  redesignated  as  subparagraphs  (C) 
and  ( D ) ,  respectively. 

(f )  Section  202 (in)  of  such  Act  is  amended  by  striking  out  "IV"  each  time  it 
appears  therein  and  inserting  in  lieu  thereof  "III". 

(g)  Section  203(a)  of  such  Act  (including  the  amendment  to  such  section 
made  by  section  102(b)  of  this  Act)  is  further  amended  by  striking  out  "IV" 
each  time  it  appears  therein  and  inserting  in  lieu  thereof  "III",  and  by  striking 
out  "V"  each  time  it  appears  therein  and  inserting  in  lieu  thereof  "IV". 

(h)  Section  101(g)  of  this  Act  is  amended  by  striking  out  "IV"  each  time  it 
appears  therein  and  inserting  in  lieu  thereof  "III",  and  by  striking  out  "II"  and 
inserting  in  lieu  thereof  "I". 

(i)  Section  213  of  the  Social  Security  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection  : 

"Alternative  Method  for  Determining  Quarters  of  Coverage  With  Respect  to 
Wages  in  the  Period  From  1937  to  1951 

"(c)(1)  In  the  case  of  any  individual  with  respect  to  whom  at  least  six  of  the 
quarters  elapsing  after  1950  are  quarters  of  coverage,  a  quarter  of  coverage 
with  respect  to  wages  paid  to  such  individual  prior  to  1951  shall,  for  purposes 
of  section  214,  be  a  quarter  to  which  there  is  allocated  at  least  $400. 

"(2)  For  purposes  of  paragraph  (1),  an  individual's  total  wages  (as  defined 
in  section  215(b)  (2)  (E) )  paid  prior  to  1951  shall  be  allocated  as  follows:  $400 
shall  be  allocated  to  the  last  quarter  of  1950  and  to  each  preceding  quarter  shall 
be  allocated  $400  until  the  total  number  of  quarters  so  allocated  equals  the 
integer  derived  by  dividing  such  total  wages  by  $400. 

"(3)  The  provisions  of  this  subsection  shall  not  apply  in  the  case  of  an  individ- 
ual with  respect  to  whom  the  number  of  quarters  of  coverage  derived  under 
subsection  (b)  (2)  for  wages  paid  prior  to  1951  is  greater  than  the  number  of  such 
quarters  of  coverage  derived  under  this  subsection." 

(j)  The  preceding  provisions  of  this  section  shall  be  applicable  in  the  case 
of  an  individual — 

(A)  who  meets  any  of  the  provisions  of  paragraph  (4)  of  section  215(b) 
of  the  Social  Security  Act,  as  amended  by  section  101(e)  of  this  Act,  or 

(B)  who  died  before  June  1967  without  being  entitled  to  benefits  under  sec- 
tion 202(a)  or  section  223,  and  no  persons  were  entitled  (without  the  appli- 
cation of  section  202 (j)  (1)  and  section  223(b))  to  monthly  benefits  under 
such  section  202(a)  or  section  223  for  any  month  before  June  1967  on  the 
basis  of  the  wages  and  self -employment  income  of  such  individual. 

DEFINITION   OF  WIDOW,   WIDOWER,   AND  STEPCHILD 

Sec  155.  (a)  Section  216(c)  of  the  Social  Security  Act  is  amended  by  striking 
out  "on  which  he  died"  in  clause  (5)  and  inserting  in  lieu  thereof  "that  occurs 
one  month  after  the  day  on  which  he  died". 

(b)  Section  216(e)(1)(B)  of  such  Act  (as  added  to  such  Act  by  section 
150(a)  of  this  Act)  is  amended  by  striking  out  "on  which  such  individual  died" 
and  inserting  in  lieu  thereof  "that  occurs  one  month  after  the  day  on  which 
such  individual  died". 

(c)  Section  216(g)  of  the  Social  Security  Act  is  amended  by  striking  out 
"on  which  she  died"  in  clause  (5)  and  inserting  in  lieu  thereof  "that  occurs  one 
month  after  the  day  on  which  she  died". 

(d)  The  amendments  made  by  this  isection  shall  be  applicable  with  respect  to 
monthly  insurance  benefits  under  title  II  of  the  Social  Security  Act  for  and  after 
the  second  month  following  the  month  in  which  this  Act  is  enacted  on  the  basis 
of  applications  filed  in  or  after  tche  month  in  which  this  Act  is  enacted. 

extension  of  time  for  filing  reports  of  earnings 

Sec.  156.  Subparagraph  (A)  of  paragraph  (1)  of  subsection  (h)  of  section  203 
of  the  Social  Secruity  Act  is  amended  by  adding  ait  the  end  thereof :  "The  Secre- 
tary may  grant  a  reasonable  extension  of  time  for  making  the  formal  report  of 
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earnings  required  in  this  subsection,  ibut  in  no  ease  may  the  period  be  extended 
more  than  three  months." 

PENALTIES  FOR  FAILUBE  TO  FILE  TIMELY  REPORTS 

Sec.  157.  (a)  Section  203(h)  (2)  (A)  of  the  Social  Security  Act  is  amended  by 
changing  the  semicolon  at  the  end  thereof  to  a  Comma,  and  adding :  "except  that 
if  the  deduction  imposed  under  'subsection  (b)  by  reason  of  his  earnings  for  such 
year  is  less  than  the  amount  of  his  benefit  (or  benefits)  for  the  last  month  of  such 
year  for  which  he  was  entitled  to  a  benefit  under  section  202,  the  additional 
deduction  shall  be  equal  to  the  amount  of  the  deduction  imposed  under  subsection 

( b )  but  not  less  than  $10 ;". 

(b)  Section  203(g)  of  such  Act  is  amended  by  deleting  the  words  following 
"shall  suffer"  and  inserting  in  lieu  thereof  the  following  :  "deductions  in  addition 
to  those  imposed  under  subsection  (c)  as  follows:  (1)  if  such  failure  is  the  first 
With  respect  to  which  an  additional  deduction  is  imposed  by  this  subsection,  such 
additional  deduction  shall  be  equal  to  his  benefit  or  benefits  for  the  first  month 
of  the  period  for  which  there  is  a  failure  to  report  "timely  even  though  such  failure 
is  with  respect  to  more  than  one  month;  (2)  if  such  failure  is  the  second  with 
respect  to  which  an  additional  deduction  is  imposed  by  this  subsection,  such  addi- 
tional deduction  shall  be  equal  to  two  times  his  benefit  or  benefits  for  the  first 
month  of  the  period  for  which  there  is  a  failure  to  report  even  though  such  fail- 
ure is  with  respect  to  more  than  two  months  ;  and  (3)  if  such  failure  is  the  third 
or  a  subsequent  one  for  which  an  additional  deduction  is  imposed  under  this 
subsection,  such  additional  deduction  shall  be  equal  to  three  times  his  benefit 
or  'benefits  for  the  first  month  of  the  period  for  which  there  is  a  failure  to  report 
even  though  the  failure  to  report  is  with  respect  to  more  than  three  months, 
except  that  the  number  of  additional  deductions  required  by  'this  subsection  shall 
not  exceed  the  number  of  months  in  the  period  for  which  the  individual  received 
and  accepted  insurance  benefits  under  section  202  without  making  a  timely  report 
and  for  which  deductions  are  required  under  subsection  (c ) ." 

LIMITATION  ON  PAYMENT  OF  RETROACTIVE  BENEFITS  IN  CERTAIN  CASES 

Sec.  158.  (a)  Section  202 (j)  of  the  Social  Security  Act  is  further  amended  by 
adding  at  the  end  thereof  the  following  paragraph  : 

"(4)  Whenever  benefits  which  an  individual  is  entitled  to  receive  under  this 
title  have  been  withheld  by  the  Treasury  Department  under  chapter  123  of  title 
31  of  the  United  States  Code  and  such  individual  dies  before  such  benefits  can 
be  paid,  benefits  payable  for  months  after  the  month  in  which  a  determination 
is  made  that  the  benefits  should  be  so  withheld  shall  not  be  paid  in  excess  of  the 
equivalent  of  the  last  12  months'  benefits  that  would  have  been  payable  to  such 
individual." 

(b)  The  amendment  made  by  this  section  shall  be  applicable  only  with  respect 
to  benefits  that  became  payable  for  months  after  the  month  in  which  this  Act 
is  enacted. 

STATUTE   OF  LIMITATIONS   FOR   SELF-EMPLOYMENT  INCOME 

Sec.  159.  Subparagraph  (F)  of  paragraph  (5)  of  section  205(c)  of  the  Social 
Security  Act  is  amended  by  striking  out  all  that  follows  the  third  clause  in  such 
subparagraph  and  inserting  in  lieu  thereof  "except  that  no  amount  of  self- 
employment  income  of  an  individual  for  any  taxable  year  shall  be  included  in 
the  Secretary's  records  pursuant  to  this  subparagraph  unless  such  return  or 
statement  was  filed  either  before  the  expiration  of  the  time  limitation  following 
the  taxable  year  or  pursuant  to  an  assessment  of  tax  made  under  sections  6501 

(c)  and  (e)  of  subchapter  A  of  chapter  66  of  the  Internal  Revenue  Code  of 
1954 ;". 

ENROLLMENT  UNDER  MEDICARE  BASED  ON  AN  ALLEGED  DATE  OF  ATTAINMENT  OF  AGE  65 

Sec  160.  Section  1837(d)  of  the  Social  Security  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence :  "Where  the  Secretary  finds  that  an 
individual  failed  to  enroll  under  this  part  during  his  initial  enrollment  period 
(based  on  a  determination  by  the  Secretary  of  the  month  in  which  such  individ- 
ual attained  age  65),  because  such  individual  was  mistaken  as  to  his  correct  date 
of  birth,  the  Secretary  shall  establish  for  such  individual  an  initial  enrollment 
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period  based  on  the  documentary  evidence  of  attainment  of  age  65  on  the  basis 
of  which  he  initially  sought  to  enroll." 

SERVICES    OF   INTERNS   AND    RESIDENTS    AS    INPATIENT    HOSPITAL  SERVICES 

Sec.  161.  (a)  Section  1832(a)  (2)  (B)  of  the  Social  Security  Act  is  amended 
by  striking  out  "unless  furnished  by  a  resident  or  intern  of  a  hospital". 

(b)  Section  1861(b)  of  such  Act  is  amended  by — 

(1)  striking  out  ",  resident,  or  intern"  ; 

(2)  striking  out  "provided  in  the  hospital"  and  inserting  in  lieu  thereof: 
"provided  in  the  hospital  ( A) "  ; 

(3)  adding  before  the  period  at  the  end  thereof:  "or  (B)  by  a  hospital  em- 
ployee who  is  authorized  by  the  State  in  which  such  hospital  is  located  to 
practice  as  a  physician  only  in  a  hospital". 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect  to  services 
furnished  under  title  XVIII  after  June  30,  1967. 

PAYMENT  FOR  THE  PURCHASE   OF   DURABLE   MEDICAL  EQUIPMENT 

Sec.  162.  Section  1861(a)  (6)  of  the  Social  Security  Act  is  amended  by  add- 
ing at  the  end  thereof  immediately  before  the  semicolon  the  following:  "and, 
under  such  regulations  as  the  Secretary  may  prescribe,  the  purchase  of  such 
equipment". 

FURNISHING  CONSULTATIVE  SERVICES  TO  LABORATORIES 

Sec.  163.  Section  1864(a)  of  the  Social  Security  Act  is  amended  by  striking 
out  in  the  third  sentence  "institutions  or  agencies"  and  inserting  in  lieu  thereof 
"institutions,  agencies,  or  laboratories." 

LIMITATION    ON    REDUCTION    OF    90    DAYS    OF    INPATIENT    HOSPITAL  SERVICES 

Sec.  164.  Section  1812(c)  of  the  Social  Security  Act  is  amended  by  inserting 
after  "(b)  (1)"  the  following:  "insofar  as  such  limitation  applies  to  inpatient 
psychiatric  hospital  services  or  to  inpatient  tuberculosis  hospital  services,  as 
the  case  may  be". 

MEDICARE    BENEFITS    TO    INDIVIDUALS    WHO    DEE    IN    MONTH    OF   ATTAINMENT  OF 

AGE  65 

Sec.  165.  (a)  Section  226(a)(1)  of  the  Social  Security  Act  as  amended  by 
section  125  of  this  Act  is  further  amended  by  inserting  at  the  end  thereof  the  fol- 
lowing sentence :  "An  individual  will  be  deemed  to  have  attained  age  65  if  he  is 
alive  on  the  first  day  of  the  month  he  attains  age  65  even  though  he  dies  prior  to 
attaining  such  age." 

(b)  Section  1836  of  the  Social  Security  Act  as  amended  by  section  125  of  this 
Act  is  further  amended  by  adding  at  the  end  thereof  the  following  sentence: 
"An  individual  will  be  deemed  to  have  attained  age  65  if  he  is  alive  on  the  first 
day  of  the  month  he  attains  age  65  even  though  he  dies  prior  to  attaining  such 
age." 

REPORT  OF  BOARD  OF  TRUSTEES  TO  CONGRESS 

Sec.  166.  Section  201(c)(2),  1817(b)(2),  and  1841(b)(2)  are  each  amended 
by  striking  out  "March"  and  inserting  in  lieu  thereof  "April". 

redesignation  of  old-age  insurance  benefits 

Sec.  167.  Title  II  of  the  Social  Security  Act  is  amended  by  striking  out  "old- 
age"  wherever  it  appears  in  such  title  and  inserting  in  lieu  thereof  "retirement". 

TITLE  II— PUBLIC  WELFARE  AMENDMENTS 

Part  I — Public  Assistance  Amendments 

earning  exemptions  of  public  assistance  recipients 

Sec.  201.  (a)  Effective  July  1,  1969,  sections  2(a)  (10(A)  (ii),  1402(A) 
(8)  (B),  1602(a)  (14)  (B)  (i),  and  1602(a)  (14)  (C)  of  the  Social  Security  Act  are 
each  amended  by  striking  out  "may  disregard  not  more  than"  and  inserting  m  lieu 
thereof  "shall  disregard". 
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(b)  Effective  July  1,  1967,  section  402 (a)(7)(A)  of  such  Act  is  amended  to 
read  as  follows:  "(A)  the  State  agency  may  disregard  not  more  than  $50  per 
month  of  earned  income  of  each  dependent  child  and  of  any  relative  claiming 
aid  to  families  with  dependent  children,  but  not  in  excess  of  $150  per  month 
of  earned  income  of  such  dependent  children  and  relatives  in  the  same  home." 

(c)  Effective  July  1,  1969,  section  402(a)  (7)  (A)  of  such  Act  (as  amended  by 
subsection  (b)  of  this  section)  is  further  amended  by  striking  out  "may  dis- 
regard not  more  than"  and  inserting  in  lieu  thereof  "shall  disregard". 

REQUIREMENTS  FOR  MEETING  FULL  NEED 

Sec.  202.  (a)  Section  2(a)  (10)  of  the  Social  Security  Act  is  amended  by 
striking  out  "and"  at  the  end  of  subparagraphs  (B)  and  (C)  and  by  adding  after 
subparagraph  (C)  the  following  new  subparagraph  : 

"(D)  provide  (i),  effective  July  1,  1969,  for  meeting  (in  conjunction  with 
other  income  that  is  not  disregarded  under  the  plan  and  other  resources)  all 
the  need,  as  determined  in  accordance  with  the  standards  applicable  under 
the  plan  for  determining  need,  of  eligible  individuals  (and  such  standards 
shall  be  no  lower  than  the  standards  for  determining  need  in  effect  on 
January  1,  1967),  and  (ii),  effective  July  1,  1968,  for  an  annual  review  of 
such  standards  and  (to  the  extent  prescribed  by  the  Secretary)  for  up-dating 
such  standards  to  take  into  account  changes  in  living  costs;" 

(b)  Section  402(a)  of  such  Act  is  amended  by  striking  out.  "and"  at  the  end 
of  clause  (13)  and  by  inserting  before  the  period  at  the  end  thereof  after 
clause  (13)  the  following  new  clause  " ;  (14)  provide  (A),  effective  July  1,  1969, 
for  meeting  (in  conjunction  with  other  income  that  is  not  disregarded,  or  set 
aside  for  future  needs,  under  the  plan  and  other  resources)  all  the  need,  as 
determined  in  accordance  with  standards  applicable  under  the  plan  for  deter- 
mining need,  of  individuals  eligible  to  receive  aid  to  families  with  dependent 
children  (and  such  standards  shall  be  no  lower  than  the  standards  for  deter- 
mining need  in  effect  on  January  1,  1967),  and  (B),  effective  July  1,  1968,  for 
an  annual  review  of  such  standards  and  (to  the  extent  prescribed  by  the 
Secretary)  for  up-dating  such  standards  to  take  into  account  changes  in  living 
costs". 

(c)  Section  1002(a)  of  such  Act  is  amended  by  striking  out  "and''  at  the  end 
of  clause  (12)  and  by  inserting  before  the  period  at  the  end  thereof  after 
clause  (13)  the  following:  ";  and  (14)  provide  (A),  effective  July  1,  1969,  for 
meeting  (in  conjunction  with  other  income  that  is  not  disregarded  under  the 
plan  and  other  resources)  all  the  need,  as  determined  in  accordance  with 
standards  applicable  under  the  plan  for  determining  need,  of  eligible  individuals 
(and  such  standards  shall  be  no  lower  than  the  standards  for  determining  need 
in  effect  on  January  1,  1967),  and  (B),  effective  July  1,  1968,  for  an  annnual 
review  of  such  standards  and  (to  the  extent  prescribed  by  the  Secretary)  for 
up-dating  such  standards  to  take  into  account  changes  in  living  costs". 

(d)  Section  1402(a)  of  such  Act  is  amended  by  striking  out  "and"  at  the  end 
of  clause  (11)  and  by  inserting  before  the  period  at  the  end  thereof  after 
clause  (12)  the  following:  ";  and  (13)  provide  (A),  effective  July  1,  1969,  for 
meeting  (in  conjunction  with  other  income  that  is  not  disregarded  under  the 
plan  and  other  resources)  all  the  need,  as  determined  in  accordance  with 
standards  applicable  under  the  plan  for  determining  need,  of  eligible  individuals 
(and  such  standards  shall  be  no  lower  than  the  standards  for  determining  need 
in  effect  on  January  1,  1967),  and  (B),  effective  July  1,  1968,  for  an  annual 
review  of  such  standards  and  (to  the  extent  prescribed  by  the  Secretary)  for 
up-dating  such  standards  to  take  into  account  changes  in  living  costs". 

(e)  Section  1602(a)  of  such  Act  is  amended  by  striking  out  "and"  at  the  end 
of  paragraph  (16),  the  period  at  the  end  of  paragraph  (17)  and  inserting  "  ;  and" 
in  lieu  thereof,  and  by  adding  after  such  paragraph  (17)  the  following  new 
paragraph : 

"(18)  provide  (A),  effective  July  1,  1969,  for  meeting  (in  conjuntion  with 
other  income  that  is  not  disregarded  under  the  plan  and  other  resources)  all 
the  need,  as  determined  in  accordance  with  standards  applicable  under  the 
plan  for  determining  need,  of  eligible  individuals  (and  such  standards  shall 
be  no  lower  than  the  standards  for  determining  need  in  effect  on  January  1, 
1967)  and  (B),  effective  July  1,  1968,  for  an  annual  review  of  such  standards 
and  (to  the  extent  prescribed  by  the  Secretary)  for  updating  such  standards 
to  take  into  account  increases  in  living  costs." 
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INCOME   IN   DETERMINING  ELIGIBILITY 

Sec.  203.  (a)  Section  2(a)  (10)  (A)  of  the  Social  Security  Act  is  amended  by 
inserting  before  the  semicolon  at  the  end  thereof  the  following:  "and  (iii)  effec- 
tive July  1,  1969,  the  State  agency  shall  not  consider  such  individual's  (or  his 
family's)  income  (that  is  not  disregarded  under  the  plan)  a  basis  for  finding  that 
he  is  not  in  need,  if  such  income  is  less  than  66%  percent  of  the  amount  of 
income  established  for  individuals  (or  their  families)  under  subsection  (f )  (1) 
of  section  1903  in  determining  whether  payments  pursuant  to  such  section  may 
be  made  for  expenditures  for  medical  assistance  with  respect  to  such  individuals 
(or  families)  and  for  such  purposes  the  provisions  of  paragraph  (3)  of  such  sub- 
section (f )  shall  apply". 

( b )  Section  402  (a)(7)  of  such  Act  is  amended — 

(1)  by  striking  out  "and"  at  the  end  of  clause  (B)  thereof;  and 

(2)  by  inserting  before  the  semicolon  at  the  end  thereof  the  following:  ", 
and  (D)  effective  July  1,  1969,  the  State  agency  shall  not  consider  such  indi- 
vidual's (or  his  family's)  income  (that  is  not  disregarded,  or  set  aside  for 
future  need,  under  the  plan)  a  basis  for  finding  that  he  (or  the  family)  is  not 
in  need  if  such  income  is  less  than  66%  percent  of  the  amount  of  income  estab- 
lished for  individuals  (or  their  families)  under  subsection  (f)  (1)  of  section 
1903  in  determining  whether  payment  pursuant  to  such  section  may  be  made 
for  expenditures  for  medical  assistance  with  respect  to  such  individuals  (or 
families)  and  for  such  purposes  the  provisions  of  paragraph  (3)  of  such  sub- 
section (f )  shall  apply". 

( c )  Section  1002  (a)(8)  of  such  Act  is  amended — 

(1)  by  striking  out  "and"  at  the  end  of  clause  (B)  thereof;  and 

(2)  by  inserting  before  the  semicolon  at  the  end  thereof  the  following :  ",  and 
(D)  effective  July  1,  1969,  the  State  agency  shall  not  consider  such  indi- 
vidual's (or  his  family's)  income  that  is  not  disregarded  under  the  plan  a 
basis  for  finding  that  he  is  not  in  need  is  less  than  66%  percent  of  the  amount 
of  income  established  for  individuals  (or  their  families)  under  subsection 
(f )  (1)  of  section  1903  in  determining  whether  payments  pursuant  to  such  sec- 
tion may  be  made  for  expenditures  for  medical  assistance  with  respect  to  such 
individuals  (or  families)  and  for  such  purposes  the  provisions  of  paragraph 
(3)  of  such  subsection  (f)  shall  apply". 

(d)  Section  1402(a)  (8)  of  such  Act  is  amended — 

(1)  by  striking  out  "and"  at  the  end  of  clause  (B)  thereof ;  and 

(2)  by  inserting  before  the  semicolon  at  the  end  thereof  the  following: 
",  and  (D)  effective  July  1,  1969,  the  State  agency  shall  not  consider  such 
individual's  (or  his  family's)  income  (that  is  not  disregarded  under  the 
plan)  a  basis  for  finding  that  he  is  not  in  need  if  such  income  is  less  than  66% 
percent  of  the  amount  of  income  established  for  individuals  (or  their  families) 
under  subsection  (f)  (1)  of  section  1903  in  determining  whether  payments 
pursuant  to  such  section  may  be  made  for  expenditures  for  medical  assistance 
with  respect  to  such  individuals  (or  families)  and  for  such  purposes  the 
provisions  of  paragraph  (3)  of  such  subsection  (f)  shall  apply". 

( e )  Section  1602  ( a )  ( 14 )  of  such  Act  i s  amended — 

( 1 )  by  striking  out  "and"  at  the  end  of  subparagraph  ( C )  ; 

(2)  by  adding  "and"  at  the  end  of  subparagraph  (D)  ;  and 

(3)  by  adding  after  subparagraph  (D)  (as  amended  by  paragraph  (2) 
of  this  subsection )  the  following  new  subparagraph  : 

"(E)  effective  July  1,  1969,  the  State  agency  shall  not  consider  such  indi- 
vidual's (or  his  family's)  income  (that  is  not  disregarded  under  the  plan) 
a  basis  for  finding  that  he  is  not  in  need  if  such  income  is  less  than  66%  per- 
cent of  the  amount  of  income  established  for  individuals  or  families  under 
subsection  (f)  (1)  of  section  1903  in  determining  whether  payments  pursuant 
to  such  section  may  be  made  for  expenditures  for  medical  assistance  with 
respect  to  such  individuals  (or  families)  and  for  such  purposes  the  provisions 
of  paragraph  (3)  of  such  subsection  (f)  shall  apply". 

FEDERAL  ASSISTANCE  IN   MEETING  THE  COSTS  OF  COMMUNITY  WORK  AND  TRAINING 

Sec.  204.  (a)  Section  402(a)  of  the  Social  Security  Act  is  amended  by  inserting 
before  the  period  at  the  end  thereof  after  clause  (14)  (added  by  section  202(b) 
of  this  Act)  the  following  :  ",  (15)  provide  (A)  for  entering  into  agreements  with 
the  Secretary  of  Labor,  or  such  delegate  as  he  may  designate,  for  the  referral 
of  all  appropriate  individuals  who  have  attained  age  16  and  are  receiving  aid  to 
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families  with  dependent  children  to  a  work  and  training  program  established 
and  maintained  by  the  Secretary  of  Labor  or  his  delegate  under  section  410  in 
the  geographical  area  in  which  such  individuals  live  for  purposes  of  preparing 
such  individuals  for,  or  restoring  them  to,  employability,  (B)  that  such  aid  will 
not  be  denied  by  reason  of  such  referral,  or  by  reason  of  the  refusal  of  such 
individual  to  perform  any  such  work  if  he  has  good  cause  for  such  refusal,  and 
(C)  that  any  additional  expenses  attributable  to  participation  in  such  program 
will  be  considered  in  determining  the  needs  of  such  individuals,  and  (16),  effec- 
tive July  1, 1968,  provide  f  or — 

"(A)  the  establishment  of  a  work  and  training  program  (which  need  not 
be  in  effect  in  all  political  subdivisions  of  the  State)  for  appropriate  individ- 
uals who  have  attained  age  16  and  who  are  receiving  aid  to  families  with 
dependent  children  with  the  objective  that  a  maximum  number  of  such  in- 
dividuals will  be  benefited  through  the  conservation  of  their  work  skills  and 
the  development  of  new  skills,  and 

"(B)  expenditures  described  in  section  409  in  the  form  of  payments  to  such 
individuals,  and 

"(C)  meeting  the  requirements  of  such  section  409(a)  ; 
but  only  if  the  Secretary  of  Labor  or  his  delegate  does  not  maintain  and  operate 
any  work  and  training  program  as  authorized  under  section  410  in  the  State,  and 
has  certified  that  it  is  not  practicable  for  him  to  maintain  and  operate  such  a 
program  anywhere  in  the  State". 

(b)  Section  402(a)  (7)  of  such  Act  is  amended  by  striking  out  "and"  at  the 
end  of  clause  (C)  (added  to  such  section  by  section  203(b)  of  this  Act),  and 
adding  at  the  end  thereof  the  following:  ",  and  (E)  the  State  agency  shall  disre- 
gard any  training  incentive  of  not  more  than  $20  a  week  paid  under  a  program 
of  work  and  training  maintained  and  operated  either  by  the  State  agency  as 
authorized  under  section  409  or  by  the  Secretary  of  Labor  or  his  delegate  as 
authorized  under  section  410". 

(c)  Effective  with  respect  to  expenditures  made  after  June  30.  1967,  section 
409(a)  of  the  Social  Security  Act  is  amended  by — 

(1)  adding  at  the  end  of  the  heading  the  following:  "by  the  State  Agency"  : 

(2)  striking  out  in  so  much  of  the  material  as  precedes  paragraph  (1)  "the 
relatives  with  whom  such  child  is  living"  and  inserting  in  lieu  thereof  "such 
individuals",  and  striking  out  in  such  material  "18"  and  inserting  in  lieu 
thereof  "16" ; 

(3)  striking  out  in  paragraphs  (1),  (2),  and  (4)  "relative"  and  "relatives" 
and  inserting  in  lieu  thereof  "individual"  and  "individuals",  respectively ;  and 

(4)  deleting  paragraph  (2)  and  inserting  in  lieu  thereof  the  following 
new  paragraph : 

"(2)  provision  (A)  that  the  services  of  the  public  employment  offices  in  the 
State  shall,  to  the  extent  reasonably  available,  be  utilized  in  order  to  assist 
such  individuals  performing  work  under  such  program  to  secure  employment 
or  occupational  training,  including  appropriate  provision  for  registration  and 
periodic  reregistration  of  such  individuals  and  (B)  for  maximum  utilization 
of  the  job  placement  services  and  other  services  and  facilities  of  such  offices ;". 

(d)  (1)  Section  409(b)  of  such  Act  is  amended  by  striking  out  "In  the  case  of 
any  State"  and  inserting  in  lieu  thereof  "Except  as  may  be  provided  in  subsec- 
tion (c),  in  the  case  of  any  State." 

(2)  Effective  July  1,  1967,  section  409  of  such  Act  is  amended  by  adding  the 
following  new  subsection : 

"(c)  (1)  From  the  sums  appropriated  pursuant  to  subsection  (g)  (1)  of  this 
section  the  Secretary  of  the  Treasury  shall  for  each  quarter  pay  each  State, 
which  has  a  plan  for  aid  and  services  to  needy  families  with  children  which 
has  been  approved  under  section  402,  for  its  expenditures  under  the  plan  ( in  such 
amount  as  is  specified  in  paragraph  (2) ).  found  necessary  by  the  Secretary  of 
Health,  Education,  and  Welfare,  for  the  proper  and  efficient  administration  of 
such  plan,  which  are  for  (1)  training,  supervision,  materials,  and  such  other 
items  as  are  authorized  by  the  Secretary  in  connection  with  work  or  training 
on  a  project  which  is  undertaken  pursuant  to  subsection  (a)  and  which  the 
Secretary  finds  complies  with  such  standards  and  limitations  as  he  may  pre- 
scribe to  assure  that  such  work  and  training  are  for  the  purpose  of  preparing 
for,  or  resorting  to,  employability  individuals  who  have  attained  age  16  and 
who  are  receiving  aid  to  families  with  dependent  children,  (2)  other  services 
specified  by  the  Secretary  which  are  related  to  the  purpose*  of  this  section  and 
are  provided  for  such  individuals  or  (3)  incentive  payments  to  any  such  in- 
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dividuals  of  not  more  than  $20  per  week,  as  authorized  by  the  State.  The  State 
may,  in  accordance  with  such  standards  as  the  Secretary  may  prescribe,  enter 
into  contracts  with  employers,  organizations,  agencies,  or  institutions  to  furnish 
the  services  and  items  specified  in  the  preceding  sentence  in  order  to  carry  out 
the  purposes  of  this  section. 

"(2)  The  amount  referred  to  in  paragraph  (1)  shall  not  exceed  90  percent 
of  the  expenditures  for  the  items  and  services  referred  to  in  such  paragraph 
unless  the  Secretary  determines  that  payments  in  excess  thereof  are  required  to 
give  full  effect  to  the  purposes  of  this  section.  Non-Federal  contributions  may  be 
in  cash  or  kind,  fairly  evaluated,  including  but  not  limited  to  plant,  equipment, 
and  services." 

(e)  Effective  July  1,  1968,  section  409  of  such  Act  is  amended  by  adding  at  the 
end  thereof  (after  subsection  (c),  added  to  such  section  by  subsection  (c)  of 
this  section  of  this  Act )  the  following  new  subsection  : 

"(d)  Notwithstanding  the  previous  provisions  of  this  section,  expenditures 
pursuant  to  subsection  ( a )  shall  be  excluded  from  aid  to  families  with  dependent 
children  with  respect  to  individuals  living  in  geographical  areas  (1)  in  which 
the  Secretary  of  Labor  maintains  and  operates  a  work  and  training  program, 
as  authorized  under  section  410,  or  (2)  where  the  Secretary  of  Labor  has  not 
found  it  impracticable  for  him  to  maintain  and  operate  such  a  program.  The 
provisions  of  this  paragraph  shall  not  apply  with  respect  to  any  geographical 
area  with  respect  to  which  the  Secretary  of  Labor  has  agreed  that  the  State 
agency  may  establish  a  work  and  training  program  meeting  the  requirements 
of  subsection  (a)." 

(f )  Section  409  of  such  Act  is  further  amended  by  adding  after  paragraph 
(d)  (added  to  such  section  by  subsection  (e)  of  this  section  of  this  Act)  the 
following  new  subsection : 

"(e)(1)  In  order  to  stimulate  the  adoption  of  programs  designed  to  help 
unemployed  parents  and  related  members  of  the  same  household,  the  Secre- 
tary is  authorized  to  make  grants  beginning  with  the  fiscal  year  ending  June 
30,  1968,  to  public  agencies,  organizations,  and  institutions  for  experimental 
or  pilot  projects  relating  to  community  work  and  training  which  may  assist 
in  better  carrying  out  the  purposes  of  this  section  and  section  410  and  to  the 
extent  he  deems  it  appropriate,  the  Secretary  may  require  the  recipient  of  any 
grant  to  contribute  money,  facilities,  or  services  for  carrying  out  such  experi- 
mental or  pilot  projects. 

"(2)  Payments  of  grants  under  this  subsection  may  be  made  in  advance  or 
by  way  of  reimbursement,  and  in  such  installments  as  the  Secretary  may  deter- 
mine; and  shall  be  made  on  such  conditions  as  the  Secretary  finds  necessary 
to  carry  out  the  purposes  of  the  grants  and  shall  include  the  condition  that  any 
State  agency  which  has  a  plan  approved  under  this  title  must  comply  with  the 
requirements  of  section  402(a)  (15)  with  respect  to  individuals  provided  as- 
sistance under  such  experimental  or  pilot  projects." 

(g)  Section  409  of  such  Act  is  further  amended  by  adding  at  the  end  thereof 
after  subsection  (e)  (added  to  such  section  by  subsection  (f )  of  this  section  of 
this  Act )  the  following  subsection : 

"(f)  Notwithstanding  any  other  provision  in  section  402(a)  (but  only  with 
respect  to  periods  prior  to  July  1,  1969)  a  State  plan  may,  at  the  option  of  the 
State,  provide  for  meeting  (in  conjunction  with  other  income  that  is  not  dis- 
regarded under  the  State  plan  and  other  resources)  all  the  need,  as  determined 
in  accordance  with  standards  applicable  under  the  plan  for  determining  need, 
of  individuals  participating  in  a  work  and  training  program  maintained  and 
operated  either  by  the  State  agency  as  authorized  under  section  409  or  by  the 
Secretary  of  Labor  or  his  delegate  as  authorized  under  section  410." 

(h)  Section  409  of  such  Act  is  further  amended  by  adding  at  the  end  thereof 
after  subsection  (f)  (added  to  such  section  by  subsection  (g)  of  this  section 
of  this  Act )  the  following  subsection : 

"(g)(1)  There  are  hereby  authorized  to  be  appropriated  such  sums  as 
may  be  necessary  to  carry  out  the  purposes  of  subsections  (c)  (1)  and  (e)  (1) 
of  this  section  and  of  section  410. 

"(2)  The  Secretary  of  Health,  Education,  and  Welfare  shall  transfer  to  the 
Secretary  of  Labor  from  time  to  time  sufficient  amounts,  out  of  monies  ap- 
propriated pursuant  to  paragraph  ( 1 )  of  this  subsection,  to  enable  him  to  carry 
out  the  purposes  of  section  410." 

(i)  Title  IV  of  such  Act  is  further  amended  by  adding  at  the  end  thereof 
a  new  section  to  read  as  follows : 
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"COMMUNITY  WORK  AND  TRAINING  PROGRAMS  BY  THE  SECRETARY  OF  LABOR 

"Sec.  410.  (a)  The  Secretary  of  Labor  shall  provide  work  and  training  pro- 
grams for  the  purpose  of  preparing  for,  or  restoring  to,  employability  individuals 
referred  under  section  402(a)  (15)  and  under  section  409(e). 

"(b)  Such  programs  may  include  services  required  to  determine  vocational 
potential  and  needs,  such  as  testing  and  counseling,  basic  education,  communica- 
tions and  employment  skills,  work  experience,  vocational  training,  job  develop- 
ment, job  placement  and  follow-up  required  to  assist  participants  in  securing  and 
retaining  employment  and  security  possibilities  for  advancement. 

"(c)  For  the  purposes  of  carrying  out  programs  under  this  section,  the  Secre- 
tary of  Labor  may  make  grants  to,  or  enter  into  agreements  with,  public  or  pri- 
vate agencies  or  organizations  if  he  determines  the  program  meets  the  require- 
ments of  this  section.  Assistance  under  this  section  shall  not  include  reimburse- 
ment of  the  individual  for  his  time  spent  in  work  or  training  but  may  include  the 
cost  of  training,  supervision,  materials,  administration,  and  such  other  items  as 
are  authorized  by  the  Secretary  of  Labor.  Federal  assistance  under  this  section 
shall  not  exceed  90  per  centum  of  such  costs  unless  the  Secretary  of  Labor  de- 
termines that  payments  in  excess  thereof  are  required  to  give  full  effect  to  the 
purposes  of  this  section.  Non-Federal  contributions  may  be  in  cash  or  in  kind, 
fairly  evaluated,  including  but  not  limited  to  plant,  equipment,  and  services. 

"(d)  The  Secretary  of  Labor  shall  not  assist  any  program  authorized  under  this 
section  unless  he  determines,  in  accordance  with  such  regulations  as  he  may 
prescribe,  that  it  meets  all  the  requirements  of  this  section,  including  the  require- 
ments that — 

"(1)  appropriate  standards  for  health,  safety,  and  other  conditions  appli- 
cable to  the  performance  of  such  work  by  individuals  are  established  and 
maintained ; 

"(2)  the  program  will  not  result  in  the  displacement  of  employed  workers 
or  impair  existing  contracts  for  services  ; 

"(3)  the  conditions  of  employment  are  appropriate  and  reasonable  in  the 
light  of  such  factors  as  the  type  of  work,  geographical  region,  and  proficiency 
of  the  participant ; 

"(4)  the  rates  of  pay  for  the  time  spent  in  work,  iwhen  measured  against 
the  aid  or  assistance  received  by  the  participant  in  the  program  and  the  in- 
centive payments  paid  to  him  under  subsection  (e),  are  not  less  than  the 
minimum  rate  provided  by  law  for  the  same  type  of  work  and  are  not  less 
than  the  rates  prevailing  on  similar  work  in  the  community  ;  and 

"(5)  any  such  individual  will,  with  respect  to  the  work  so  performed,  be 
provided  appropriate  workmen's  compensation. 

"(e)  The  Secretary  of  Labor  is  authorized  to  pay  to  any  participant  in  a  pro- 
gram under  this  section,  an  incentive  payment  of  not  more  than  $20  per  week 
and  additional  expenses  attributable  in  training  under  such  program. 

"(f)  The  Secretary  of  Labor  may  issue  such  rules  and  regulations  as  he  finds 
necessary  to  carry  out  the  purposes  of  this  section,  provided  that  in  developing 
policies  for  programs  under  this  section  the  Secretary  of  Labor  shall  consult 
with  the  Secretary  of  Health,  Education,  and  Walfare." 

FEDERAL  SHARE  OF  PUBLIC  ASSISTANCE  EXPENDITURES 

Sec.  205.  Title  XI  of  the  Social  Security  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  section : 

"DISREGARDING    MAXIMUM    EXPENDITURES    IN    DETERMINING    AMOUNTS    OF  FB.DERAL 
PAYMENTS   IN   CERTAIN  CASES 

"Sec.  1119.  In  the  case  of  any  State  which  has  in  effect  a  plan  approved  under 
title  I,  X,  XIV,  or  XVI  for  any  calendar  quarter  (beginning  after  June  30,  1967), 
the  total  of  the  payments  to  which  such  State  is  entitled  for  such  quarter,  and  for 
each  succeeding  quarter  in  the  same  fiscal  year  (which  for  purposes  of  this 
section  means  four  calendar  quarters  ending  June  30),  under  paragraphs  (1) 
and  (2)  of  sections  3(a),  1003(a),  1403(a),  and  1603(a)  shall,  at  the  option  of 
the  State,  be  determined  by  application  of  the  Federal  medical  assistance  per- 
centage (as  defined  in  section  1905),  instead  of  the  percentages  provided  under 
each  such  section,  to  the  expenditures  under  its  State  plans  approved  under  titles 
I,  X,  XIV,  and  XVI,  which  would  be  included  in  determining  the  amounts  of 
the  Federal  payments  to  which  such  State  is  entitled  under  such  sections,  but 
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without  regard  to  any  maximum  amounts  per  recipient  which  may  be  counted 
under  such  section,  but  only  in  the  case  of  those  recipients  with  respect  to  whom 
there  is  a  timely  physician-certification  of  need  of  special  living  arrangements 
and  that  if  such  arrangements  are  not  furnished  to  such  recipients  in  appro- 
priate institutions,  there  own  homes,  or  elsewhere,  such  recipients  will  require 
care  in  skilled  nursing  homes." 

ADDITIONAL  FEDERAL  PAYMENTS  TO  MEEET  NON-FEDERAL  SHARE  OF  CASH  ASSISTANCE 

EXPENDITURES 

Sec.  206.  Title  XI  of  the  Social  Security  Act  is  amended  by  adding  after 
section  1119  (added  by  section  205  of  this  Act)  the  following  new  section : 

"ADDITIONAL  FEDERAL  PAYMENTS  TO  MEET  NON-FEDERAL  SHARE  OF  CASH  ASSISTANCE 

EXPENDITURES 

"Sec  1120.  (a)(1)  The  Secretary  shall,  in  the  case  of  any  State,  determine 
the  expenditures  in  the  form  of  money  payments  made,  during  the  period 
beginning  July  1,  1969,  and  ending  with  the  close  of  June  30,  1971,  under  the 
plans  of  such  State  approved  under  title  I,  IV,  X,  XIV,  or  XVI  which  are 
necessitated  by  compliance  with  the  new  requirements  under  such  title  imposed 
by  amendments  included  under  part  1  of  title  III  of  the  Social  Security  Amend- 
ments of  1967 

"(2)  The  Secretary  is  authorized  to  pay  to  any  State  a  part  of  so  much  of 
the  expenditures  determined  pursuant  to  paragraph  (1)  hereof  as  are  in  excess 
of  such  payments  as  he  may  make  with  respect  to  such  expenditures  under  other 
provision  of  law. 

"(b)  In  determining  whether  or  not  to  make  any  payments  under  subsection 
(a)  to  any  State,  and  the  amount  thereof,  the  Secretary  shall  consider  such 
factors  as  he  deems  relevant,  including  such  as  the  following : 
"(1)  the  relative  fiscal  ability  of  the  State; 

"(2)  the  fiscal  effort  being  made  by  the  State  for  welfare  and  related 
programs ; 

"(3)  the  effect  of  increases  in  social  security  benefits  on  the  needs  for 
assistance  expenditures ;  and 

"  (4)  the  amount  of  the  additional  funds  required  from  non-Federal  sources 
in  order  to  comply  with  such  new  requirements  and  the  relation  thereof  to  prior 
expenditures  from  such  sources  under  the  plans. 

"(c)  There  are  authorized  to  be  appropriated  for  payments  under  this  section 
$60,000,000  each  for  the  fiscal  year  ending  June  30, 1970,  and  the  succeeding  fiscal 
year." 

TEMPORARY  ASSISTANCE  FOR   MIGRATLRY  WORKERS 

Sec.  207.  Title  XI  of  the  Social  Security  Act  is  amended  by  adding  after  sec- 
tion 1120  (added  by  section  206  of  this  Act)  the  following  new  section : 

"TEMPORARY  ASSISTANCE  FOR  MIGRATORY  WORKERS 

"Seo.  1121.  (a)  The  Secretary  is  authorized  to  make  grants  to  any  State 
agency  designated  or  established  pursuant  to  a  State  plan  approved  under  title  I, 
IV,  X,  XIV,  XVI,  or  XIX,  or  to  any  local  agency  participating  in  the  administra- 
tion of  such  a  plan,  for  pilot  or  demonstration  projects  for  the  provision  of 
temporary  assistance  to  individuals  who,  as  determined  in  accordance  with 
regulations  of  the  Secretary,  are  migratory  workers,  and  to  the  members  of  their 
families  who  are  with  them. 

"(b)  An  individual  shall  be  eligible  for  assistance  under  a  project  under  this 
section  only  if  he  is  not  eligible  for  aid  or  assistance  under  a  State  plan  approved 
under  title  I,  IV,  X,  XIV,  XVI,  or  XIX. 

"(c)  Temporary  assistance  under  this  section  to  any  individual  in  a  State 
shall  include  such  payments,  goods,  and  services,  and  only  such  amounts  thereof, 
as  would  be  provided  in  that  State  under  a  State  plan  of  such  State  approved 
under  title  I,  IV,  X,  XIV,  XVI,  or  XIX,  and  only  for  such  period  of  time,  not  in 
excess  of  60  days,  as  may  be  provided  in  regulations  of  the  Secretary. 

"(d)  There  are  authorized  to  be  appropriated  for  carrying  out  this  section 
for  any  fiscal  year  ending  after  June  30,  1967,  such  sums  as  may  be  necessary." 
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AMENDMENTS   MAKING  PERMANENT  CERTAIN  PROVISIONS  RELATING  TO  PUBLIC 

ASSISTANCE 

Sec  208.  (a)  Section  202(e)  of  the  Public  Welfare  Amendments  of  1962  is 
amended  by  striking  out  "during  the  period  beginning  October  1,  1962,  and  end- 
ing with  the  close  of  June  30,  1967"  and  inserting  in  lieu  thereof  "after  September 
30, 1962". 

(b)  Section  135(e)  of  the  Public  Welfare  Amendments  of  1962  (as  amended 
by  section  1  of  P.L.  88-641)  is  amended  by  striking  out  "during  the  period  begin- 
ning October  1,  1962,  and  ending  with  the  close  of  June  30,  1967"  and  inserting 
in  lieu  thereof  "after  September  30, 1962". 

(c)  Section  1113  (d)  of  the  Social  Security  Act  is  repealed. 

(d)  Section  407  of  such  Act  is  amended  by  striking  out  "and  ending  with  the 
close  of  June  30, 1967/'. 

Part  2 — Medical  Assistance  Amendments 
limitation  on  federal  participation  in  medical  assistance 

Sec.  220.  (a)  Section  1903  of  the  Social  Security  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsection  : 

"(f)  (1)  Payments  under  the  preceding  provisions  of  this  section  shall  not  be 
made  with  respect  to  any  expenditures  for  medical  assistance  in  any  State  for 
individuals  whose  income  exceeds  the  amount  determined,  in  accordance  with 
standards  prescribed  by  the  Secretary,  to  be  equivalent  to  150  percent  of  the 
highest  amount,  applicable  in  the  State  for  determining  need,  for  determining 
eligibility  of  an  individual  for  aid  or  assistance  in  the  form  of  money  payments 
under  the  plan  of  such  State  approved  under  title  I,  IV,  X,  XIV,  or  XVI,  or  if 
there  is  more  than  one  such  individual  living  in  the  same  home,  the  amount  so 
determined  for  one  such  individual  plus  such  additional  amounts  for  each  of  the 
other  individuals  living  in  the  same  home,  as  may  be  determined  in  accordance 
with  such  standards  prescribed  by  the  Secretary,  the  total  so  determined,  if  it  is 
not  a  multiple  of  $100,  or  such  other  amount  as  the  Secretary  may  prescribe,  to  be 
rounded  to  the  next  higher  multiple  of  $100  or  such  other  amount,  as  the  case 
may  be. 

"(2)  In  computing  an  individual's  (or  family's)  income  for  purposes  of  the 
preceding  paragraph  there  shall  be  excluded  any  costs  (whether  in  the  form  of 
insurance  premiums  or  otherwise)  incurred  by  him  (or  the  family)  for  medical 
care  or  for  any  other  type  of  remedial  care  recognized  under  State  law. 

"(3)  In  determining  the  amount  which  is  equivalent  to  150  percent  of  the 
highest  amount  of  income  applicable  to  an  individual  or  family  for  purposes  of 
determining  eligibility  to  aid  or  assistance  in  the  form  of  money  payments  under 
a  State's  plan  under  titles  I,  IV,  X,  XIV,  or  XVI  of  the  Social  Security  Act,  the 
Secretary  shall  give  consideration  to  variations  in  shelter  costs  and  to  special 
needs,  if  recognized  for  a  significant  number  of  individuals,  and  where  neces- 
sary, may  prescribe  methods  for  estimating  the  total  cost  of  items  and  services 
recognized  by  a  State  in  determining  eligibility  for  aid  or  assistance  under  plans 
approved  under  such  titles." 

(b)  The  amendment  made  by  subsection  (a)  shall  apply  with  respect  to  calen- 
dar quarters  beginning  after  December  31, 1967. 

DETERMINING  MAINTENANCE  OF  STATE  EFFORT 

Sec.  221.  (a)  Section  1117(a)  of  the  Social  Security  Act  is  amended  by  add- 
ing at  the  end  thereof  the  following  new  sentences  :  "For  any  fiscal  year  ending  on 
or  after  June  30, 1967,  and  before  July  1,  1969,  in  lieu  of  the  substitution  provided 
by  paragraph  (3)  or  (4),  at  the  option  of  the  State  (i)  paragraphs  (1)  and  (2)  of 
this  subsection  shall  be  applied  on  a  fiscal  year  basis  ( rather  than  on  a  quarterly 
basis),  and  (ii)  the  base  period  fiscal  year  shall  be  either  the  fiscal  year  ending 
June  30,  1965,  or  the  fiscal  year  ending  June  30,  1964  (whichever  is  chosen  by 
the  State) .  In  applying  the  preceding  sentence  to  the  fiscal  year  ending  June  30. 
1966,  there  shall  be  taken  into  account,  as  a  fiscal  year,  only  the  last  two  quar- 
ters of  such  year  and  of  the  appropriate  base  period  fiscal  year." 

(b)  Section  1117  of  such  Act  is  amended  by  adding  at  the  end  thereof  the 
following  new  subsections : 

"(d)  (1)  In  the  case  of  the  quarters  in  any  fiscal  year  ending  before  July  1. 
1969.  the  reduction  (if  any)  under  this  section  shall,  at  the  option  of  the  State,  be 
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determined  under  paragraph  (2),  (3),  or  (4)  of  this  subsection  in  lieu  of  under 
the  preceding  provisions  of  this  section. 

"(2)  If  the  reduction  determination  is  made  under  this  paragraph  for  a  State 
for  a  quarter,  then — 

"(A)  subsection  (a)  shall  be  applied  by  taking  into  account  only  money 

payments  under  plans  of  the  State  approved  under  titles,  I,  IV,  X,  XIV,  and 

XVI, 

"(B)  subsection  (b)  shall  be  applied  by  eliminating  each  reference  to  title 
XIX,  and 

"(C)  subsection  (c)  shall  be  applied  by  eliminating  the  reference  to  section 
1903,  and  by  substituting  a  reference  to  this  paragraph  of  this  subsection  for 
the  reference  to  subsections  (a)  and  (b). 

"(3)  If  the  reduction  determination  is  made  under  this  paragraph  for  a  State 
for  a  quarter,  then — 

"(A)  subsection  (a)  shall  be  applied  by  taking  into  account  payments  under 
section  523  (not  including  payments  for  expenditures  described  in  section 
524(b)(2)), 

"(B)  subsection  (b)  shall  be  applied  by  striking  out  'and  XIX'  and  'or  XIX' 
and  by  inserting  in  lieu  thereof  'XIX,  and  section  523'  and  'XIX,  or  section  523', 
respectively, 

"(G)  subsection  (c)  shall  be  applied  by  striking  out  'and  1003'  and  inserting 
in  lieu  thereof  '1903,  and  section  523'  and  by  substituting  a  reference  to  this 
paragraph  of  this  subsection  for  the  reference  to  subsections  (a)  and  (b)." 
"(4)  If  the  reduction  determination  is  made  under  this  paragraph  for  a  State 
for  a  quarter,  then — 

"(A)  subsection  (a)  shall  be  applied  by  taking  into  account  only  (i)  money 
payments  under  plans  of  the  State  approved  under  titles  I,  IV,  X,  XIV,  and 
XVI,  and  (ii)  payments  under  section  523  (not  including  payments  for  expendi- 
tures described  in  section  524(b)  (2) ), 

"(B)  subsection  (b)  shall  be  applied  by  striking  out  'XIX'  each  time  it 
appears  and  inserting  in  lieu  thereof  'section  523', 

"(C)  subsection  (c)  shall  be  applied  by  striking  out  '1903'  and  inserting  in 
lieu  thereof  'section  523'  and  by  substituting  a  reference  to  this  paragraph  of 
this  subsection  for  the  reference  to  subsections  (a)  and  (b)." 

COORDINATION  OF  TITLE  XIX  AND  THE  SUPPLEMENTARY  MEDICAL  INSURANCE  PROGRAM 

Sec  222.  (a)  Section  1843  of  the  Social  Security  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsection  : 

"(h)  (1)  The  Secretary  shall,  at  the  request  of  a  State  made  before  January  1, 
1970,  enter  into  a  modification  of  an  agreement  entered  into  with  such  State  pur- 
suant to  subsection  (a)  under  which  the  coverage  group  described  in  subsection 
(b)  and  specified  in  such  agreement  is  broadened  to  include  individuals  who  are 
eligible  to  receive  medical  assistance  under  the  plan  of  such  State  approved  under 
title  XIX. 

"(2)  For  purposes  of  this  section,  an  individual  shall  be  treated  as  eligible  to 
receive  medical  assistance  under  the  plan  of  the  State  approved  under  title  XIX 
if,  for  the  month  in  which  the  modification  is  entered  into  under  this  subsection 
or  for  any  month  thereafter,  he  has  been  determined  to  be  eligible  to  receive  medi- 
cal assistance  under  such  plan.  In  the  case  of  any  individual  who  would  (but  for 
this  subsection)  be  included  from  the  agreement,  subsections  (c)  and  (d)  (2) 
shall  be  applied  as  if  they  referred  to  the  modification  under  this  subsection  ( in 
lieu  of  the  agreement  under  subsection  (a) ),  and  subsection  (d)  (2)  (C)  shall  be 
applied  by  substituting  'second  month  following  the  first  month'  for  'first  month'." 

(b)  (1)  Section  1843(d)  (3)  (A)  of  such  Act  is  amended  by  striking  out  "in- 
eligible for  money  payments  of  a  kind  specified  in  the  agreement"  and  inserting 
in  lieu  thereof  the  following :  "ineligible  both  for  money  payments  of  a  kind 
specified  in  the  agreement  and  (if  there  is  in  effect  a  modification  entered  into 
under  subsection  (h) )  for  medical  assistance". 

(2)  Section  1843(f)  of  such  Act  is  amended— 

(  A)  by  inserting  after  "or  XVI"  the  following :  "or  eligible  to  receive  medical 
assistance  under  the  plan  of  such  State  approved  under  title  XIX" ;  and 

(B)  by  inserting  after  "and  XVI"  the  following:  "and  individuals  eligible 
to  receive  medical  assistance  under  the  plan  of  the  State  approved  under  title 
XIX". 

(3)  The  heading  of  section  1843  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following :  "  (or  are  eligible  for  medical  assistance)  ". 
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(c)  Section  1903(b)  of  such  Act  is  amended  by  inserting  "(1)"  after  "(b)", 
and  by  adding  at  tbe  end  thereof  the  following  new  paragraph  : 

"(2)  Notwithstanding  the  preceding  provisions  of  this  section,  the  amount  de- 
termined under  subsection  (a)  (1)  for  any  State  for  any  quarter  beginning  after 
June  30,  1967,  shall  not  take  into  account  any  amounts  expended  as  medical 
assistance  which  would  not  have  been  so  expended  if  the  individuals  with  respect 
to  whom  such  amounts  were  expended  were  eligible  to  enroll  in  'the  insurance 
program  established  by  part  B  of  title  XVIII  and  were  so  enrolled." 

(d)  Effective  with  respect  to  calendar  quarters  beginning  after  June  30, 
1967,  section  1903(a)  (1)  of  such  Act  is  amended  by  striking  out  "and  other 
insurance  premiums"  and  inserting  in  lieu  thereof  "and,  except  in  the  case  of 
individuals  who  are  eligible  to  enroll  and  are  not  enrolled  under  part  B  of 
title  XVIII,  other  insurance  premiums". 

(e)  (1)  Section  1843(a)  of  such  Act  is  amended  by  striking  out  "1968"  and 
inserting  in  lieu  thereof  "1970". 

(2)  Section  1843(c)  of  such  Act  is  amended — 

(A)  by  striking  out  "and  before  January  1,  1968";  and 

(B)  by  striking  out  "thereafter  before  January  1968";  and  inserting  in 
lieu  thereof  "thereafter". 

(3)  Section  1843(d)(2)(D)  of  such  Act  is  amended  by  striking  out  "(not 
later  than  January  1,  1968)". 

MODIFICATION   OF  COMPARABILITY  PROVISION 

Sec.  223.  (a)  Section  1902(a)  (10)  of  the  Social  Security  Act  is  amended— 

(1)  by  inserting  "(I)"  after  "except  that  in  the  matter  following  sub- 
paragraph (B),  and 

(2)  by  inserting  before  the  semicolon  at  the  end  the  following  ",  and  (II) 
the  making  available  of  supplementary  medical  insurance  benefits  under 
part  B  of  title  XVIII  to  individuals  eligible  therefor  (either  pursuant  to  an 
agreement  entered  into  under  section  1843  or  by  reason  of  the  payment  of 
premiums  under  such  title  by  the  State  agency  on  behalf  of  such  individuals ) , 
or  provisions  for  meeting  part  or  all  of  the  cost  of  the  deductibles,  cost  shar- 
ing, or  similar  charges  under  part  B  of  title  XVIII  for  individuals  eligible 
for  benefits  under  such  part,  shall  not,  by  reason  of  this  paragraph  (10), 
require  the  making  available  of  any  such  benefits  or  the  making  available 
of  services  of  the  same  amount,  duration,  and  scope,  to  any  other  individuals", 
(b)  The  amendment  made  by  subsection  (a)  shall  apply  with  respect  to 

calendar  quarters  beginning  after  June  30,  1967. 

EXTENT  OF  FEDERAL  FINANCIAL  PARTICIPATION  IN  CERTAIN  ADMINISTRATIVE  EXPENSES 

Sec  224.  (a)  Section  1903(a)(2)  of  the  Social  Security  Act  is  amended  by 
striking  out  "of  the  State  agency  (or  of  the  local  agency  administering  the 
State  plan  in  the  political  subdivision)"  and  inserting  in  lieu  thereof  "of  the 
State  agency  or  any  other  public  agency". 

(b)  The  amendment  made  by  subsection  (a)  shall  apply  with  respect  to 
expenditures  made  after  June  30,  1967. 

ADVISORY  COUNCIL 

Sec  225.  Title  XIX  of  the  Social  Security  Act  is  amended  by  adding  at  the 
end  thereof  the  following  new  section  : 

"ADVISORY  COUNCIL  ON  MEDICAL  ASSISTANCE 

"Sec  1906.  For  the  purpose  of  advising  the  Secretary  on  matters  of  general 
policy  on  the  administration  of  this  title  (including  the  relationship  of  title 
XVIII)  and  making  recommendation  for  improvement  of  such  administration, 
there  is  hereby  created  a  Medical  Assistance  Advisory  Council  which  shall  con- 
sist of  twenty-one  persons,  not  otherwise  in  the  employ  of  the  United  States, 
appointed  by  the  Secretary  without  regard  to  the  civil  service  laws.  The  Sec- 
retary shall  from  time  to  time  appoint  one  of  the  members  to  serve  as  Chairman. 
The  members  shall  include  representatives  of  State  and  local  agencies  and  non- 
governmental organizations  and  groups  concerned  with  health,  and  of  con- 
sumers of  health  services,  and  a  majority  of  the  membership  of  such  council 
shall  consist  of  representatives  of  consumers  of  health  services.  Each  member 
shall  hold  office  for  a  term  of  four  years,  except  that  any  member  appointed 
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to  fill  a  vacancy  occurring  prior  to  the  expiration  of  the  term  for  which  his 
predecessor  was  appointed  shall  be  appointed  for  the  remainder  of  such  term 
and  except  that  the  terms  of  office  of  the  members  first  taking  office  shall  expire, 
as  designated  by  the  Secretary  at  the  time  of  appointment,  five  at  the  end  of 
the  first  year,  five  at  the  end  of  the  second  year,  five  at  the  end  of  the  third 
year,  and  six  at  the  end  of  the  fourth  year  after  the  date  of  appointment.  A 
member  shall  not  be  eligible  to  serve  continuously  for  more  than  two  terms. 
The  Secretary  may,  at  the  request  of  the  Council  or  otherwise,  appoint  such 
special  advisory  professional  or  technical  committees  as  may  be  useful  in  carry- 
ing out  this  title.  Members  of  the  Advisory  Council  and  members  of  any  such 
advisory  or  technical  committee,  while  attending  meetings  or  conferences  thereof 
or  otherwise  serving  on  business  of  the  Advisory  Council  or  of  such  committee, 
shall  be  entitled  to  receive  compensation  at  rates  fixed  by  the  Secretary,  but 
not  exceeding  $100  per  day,  including  travel  time,  and  while  so  serving  away 
from  their  homes  or  regular  places  of  business  they  may  be  allowed  to  travel  ex- 
penses, including  per  diem  in  lieu  of  subsistence,  as  authorized  by  section  5  of 
the  Administrative  Expenses  Act  of  1946  (5  U.S.C.  73b-2)  for  persons  in  the 
Government  service  employed  intermittently.  The  Advisory  Council  shall  meet 
as  frequently  as  the  Secretary  deems  necessary.  Upon  request  of  five  or  more 
members,  it  shall  be  the  duty  of  the  Secretary  to  call  a  meeting  of  the  Advisory 
Council." 

FREE  CHOICE  BY  INDIVIDUAL  ELIGIBLE  FOB  MEDICAL  ASSISTANCE 

Sec  226.  (a)  Section  1902  (a)  of  the  Social  Security  Act  is  amended  by— 

(1)  striking  out  "and"  at  the  end  of  paragraph  (21)  ; 

(2)  striking  out  the  period  at  the  end  of  paragraph  (22)  and  inserting  in 
lieu  thereof  "  ;  and"  ;  and 

(3)  by  adding  after  such  paragraph  (22)  the  following  new  paragraph: 
"(23)  provide  that  any  individual  eligible  to  medical  assistance  may  obtain 

such  assistance  from  any  institution,  agency,  or  person,  qualified  to  perform 
the  service  or  services  required  ( including  an  organization  which  provides  such 
services,  or  arranges  for  their  availability,  on  a  prepayment  basis )  who  under- 
takes to  provide  him  such  services." 

(b)  The  amendment  made  by  this  section  shall  apply  with  respect  to  cal- 
endar quarters  beginning  after  June  30, 1969. 

Part  3 — Child- Welfare  Services  Amendments 
federal  share  for  the  compensation  and  training  of  personnel 

Sec.  235.  (a)  Section  524(b)  is  amended  by — 

(1)  striking  uot  "(b)"  and  inserting  "  (b)  (1)"; 

(2)  redesignating  clauses  (1)  and  (2)  as  clauses  (A)  and  (B),  respectively; 
and 

(3)  by  adding  at  the  end  thereof  the  following  new  paragraph: 

"  (2)  Notwithstanding  the  provisions  of  paragraph  (1) ,  the  Federal  share  with 
respect  to  expenditures  for  services  provided  by  the  staff  of  the  State  public 
welfare  agency  or  by  the  local  agency  participating  in  the  administration  of 
the  plan  in  the  political  subdivision  and  for  the  training  of  personnel  employed 
or  preparing  for  employment  by  such  State  public  welfare  agency  or  such  local 
agency  shall,  for  any  fiscal  year  ending  after  June  30,  1968,  be  75  percent  of  the 
amount  of  such  expenditures  during  such  fiscal  year  which  are  in  excess  of 
expenditures  for  such  purposes  with  respect  to  which  the  non-Federal  share  is 
not  less  than  the  non-Federal  share  of  expenditures  for  such  purposes  in  the 
fiscal  year  ending  June  30, 1967." 

(b)  Section  522  of  such  Act  is  amended  by — 

(1)  inserting  "  (a) "  after  "He  shall  allot"  : 

(2)  deleting  "and  shall  allot"  and  inserting  in  lieu  thereof  "(b)";  and 

(3)  by  adding  before  the  period  at  the  end  thereof  the  following:  "(c)  to 
each  State  an  amount  necessary  to  meet  the  Federal  share  under  section 
524(b)  (2)  :  except  that  if  the  total  of  the  amounts  required  to  be  allotted 
under  clause  (c)  to  all  the  States  would  require  the  amount  allotted  under 
clauses  (a)  and  (b)  to  all  States  to  be  reduced  below  the  sum  appropriated 
under  this  part  for  the  fiscal  year  ending  June  30,  1967,  the  Secretary  shall, 
pursuant  to  such  standards  as  he  may  prescribe  decrease  the  amount  to  be 
allotted  under  clause  (c)  so  that  the  amount  to  be  allotted  under  clauses  (a) 
and  (b)  is  not  less  than  such  appropriated  sum." 
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AUTHORIZATION  FOR  APPROPRIATIONS 

Sec.  236.  Section  521  of  such  Act  is  amended  by  striking  out  "$55,000,000 
for  the  fiscal  year  ending  June  30,  1969,  and  $60,000,000  for  the  fiscal  year 
ending  June  30,  1970,  and  each  fiscal  year  thereafter"  and  inserting  in  lieu 
thereof  '"and  for  the  fiscal  year  ending  June  30,  1969,  and  each  fiscal  year  there- 
after such  sums  as  Congress  may  determine". 

PROJECTS   FOR   EXPERIMENTAL  AND    SPECIAL   TYPES   OF  CHILD-WELFARE  SERVICE 

Sec.  237.  (a)  So  much  of  section  526(a)  of  the  Social  Security  Act  as  precedes 
the  semicolon  is  amended  by — 

( 1 )  inserting  "  (1) "  after  "may  determine"  ;  and 

(2)  inserting  "(A)"  after  "by  the  Secretary". 

(b)  So  much  of  section  526  (a)  of  such  Act  as  follows  the  semicolon  is  amended 
by— 

(1)  striking  out  "and  for  grants  by  the  Secretary"  and  inserting  in  lieu 
thereof  "(B)  to  State  or  local  public  agencies  responsible  for  administering, 
or  supervising  the  administration  of.  the  plan  under  this  part,  for  projects  for 
the  demonstration  of  the  utilization  of  research  (including  findings  resulting 
therefrom)  in  the  field  of  child  welfare  in  order  to  encourage  experimental 
and  special  types  of  welfare  services ;  and  ( C ) "  ;  and 

(2)  adding  before  the  period  at  the  end  thereof  the  following:  ";  and  (2) 
for  contracts  or  jointly  financed  cooperative  arrangements  with  States  and 
public  and  other  organizations  and  agencies  for  the  conduct  of  research, 
special  projects,  or  demonstration  projects  relating  to  such  matters". 

(c)  Section  526(b)  of  such  Act  is  amended  by  striking  out  "grants  for  spe- 
cial projects"  and  inserting  in  lieu  thereof  "grants  or  under  contracts  or  cooper- 
ative arrangements". 

Part  4 — Miscellaneous  and  Technical  Amendments 

permanent  authority  to  support  demonstration  projects 

Sec.  245.  Section  1115  of  the  Social  Security  Act  is  amended  by — 

(a)  striking  out  "$2,000,000"  and  inserting  in  lieu  thereof  "$10,000,000": 
and 

(b)  striking  out  "1967"  and  inserting  in  lieu  thereof  1968,  and  not  to  ex- 
ceed $25,000,000  of  the  aggregate  amount  appropriated  for  payments  to  States 
under  such  titles  for  any  fiscal  year  beginning  after  June  30,  1968". 

PERMITTING  PARTIAL  PAYMENTS  TO  STATES 

Sec.  246.  Section  4,  section  404(a),  section  1004,  and  section  1404  of  the  Social 
Security  Act  are  each  amended  by  striking  out  "further  payments  will  not  be 
made  to  the  State"  and  inserting  in  lieu  thereof  "further  payments  will  not  be 
made  to  the  State  (or,  in  his  discretion,  that  payments  will  be  limited  to  cate- 
gories under  or  parts  of  the  State  plan  not  affeced  by  such  failure,". 

CONTRACTS  FOR  COOPERATIVE  RESEARCH  OR  DEMONSTRATION  PROJECTS 

Sec.  247.  Section  1110(a)  (2)  of  the  Social  Security  Act  is  amended  by  strik- 
ing out  "nonprofit". 

TITLE  III — IMPROVEMENT  OF  CHILD  HEALTH 

EARLY  CASE  FINDING  AND  TREATMENT  OF  HANDICAPPING  CONDITIONS  OF  CHILDREN 

Sec  301.  (a)  (1)  Section  511  of  the  Social  Security  Act  is  amended  by  striking 
out  "$55,000,000  for  the  fiscal  year  ending  June  30,  1968,  $55,000,00  for  the  fiscal 
year  ending  June  3,  1969,  and  $60,000,000  for  the  fiscal  year  ending  June  30, 
1970,  and  each  fiscal  year  thereafter"  and  inserting  in  lieu  thereof  "$65,000,000 
for  the  fiscal  year  ending  June  30,  1968,  and  such  sums  as  may  be  necessary 
for  succeeding  fiscal  years". 

(2)  Section  513(a)  of  such  Act  is  amended  by  striking  out  "and"  before  clause 
(7),  by  striking  out  the  period  at  the  end  of  clause  (7)  and  inserting  in  lieu 
thereof  "  :  and",  and  by  adding  after  such  clause  (7)  the  following  new  clause : 
"(8)  effective  July  1,  1967,  provide  for  early  identification  of  children  in  need 
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of  health  care  and  services,  and  for  health  care  and  treatment  needed  to  correct 
or  ameliorate  defects  or  chronic  conditions  discovered  thereby,  through  provi- 
sion of  such  periodic  screening  and  diagnostic  services,  and  such  treatment, 
care,  and  other  measures  to  correct  or  ameliorate  defects  or  chronic  conditions, 
as  may  be  provided  in  regulations  of  the  Secretary." 

(b)  (1)  Section  1905(a)  (4)  of  such  Act  is  amended  by  inserting  "(A)"  after 
"(4)",  and  by  inserting  before  the  semicolon  at  the  end  thereof  the  following: 
"(B)  effective  July  1,  1969,  such  early  and  periodic  screening  and  diagnosis  of 
individuals  who  are  eligible  under  the  plan  and  are  under  the  age  of  21  to  ascer- 
tain their  physical  or  mental  defects,  and  such  health  care,  treatment,  and  other 
measures  to  correct  or  ameliorate  defects  and  chronic  condictions  discovered 
thereby,  a,s  may  be  provided  in  regulations  of  the  Secretary". 

(2)  Section  1902(a)  (11)  of  such  Act  is  amended  by  inserting  "A"  after  "(11)", 
and  by  inserting  before  the  semicolon  at  the  end  thereof  the  following:  ",  and 
(B)  effective  July  1,  1969,  provide,  to  the  extent  prescribed  by  the  Secretary,  for 
entering  into  agreements,  with  any  agency,  institution,  or  organization  receiving 
payments  for  part  or  all  of  the  cost  of  plans  or  projects  under  part  1,  2,  or  4  of 
title  V,  (i)  providing  for  utilizing  such  agency,  institution,  or  organization  in 
furnishing  care  and  services  which  are  available  under  such  plan  or  project  under 
title  V  and  which  are  included  in  the  State  plan  approved  under  thi,s  section  and 
(ii)  making  such  provision  as  may  be  appropriate  for  reimbursing  such  agency, 
institution,  or  organization  for  the  cost  of  any  such  care  and  services  furnished 
any  individual  for  which  payment  would  otherwise  be  made  to  the  State  with 
respect  to  him  under  section  1903". 

(c)  Section  514  of  such  Act  is  amended  by  redesignating  subsection  (d)  as 
subsection  (e)  and  by  inserting  after  subsection  (c)  the  following  new  subsection  : 

"(d)  See  section  504(d)  for  possible  reduction  in  the  amount  determined  under 
the  preceding  provisions  of  this  section." 

(d)  Section  541  of  such  Act  is  amended  by  adding  after  subsection  (c)  (added 
by  section  307  of  this  Act)  the  following  new  subsection: 

"(d)  Any  agency,  institution,  or  organization  shall,  if  and  to  the  extent  pre- 
scribed by  the  Secretary,  as  a  condition  to  receipt  of  grants  under  a  plan  or  project 
under  part  1,  2,  or  4  of  this  title,  cooperate  with  the  State  agency  administering 
or  supervising  the  administration  of  the  State  plan  approved  under  title  XIX 
in  the  provision  of  care  and  services,  available  under  such  plan  or  project  under 
this  title,  for  children  eligible  therefor  under  such  plan  approved  under  title  XIX." 

DENTAL  HEALTH  OF  CHILDREN 

Sec.  302.  Part  4  of  Title  V  of  the  Social  Security  Act  is  further  amended  by 
adding  after  section  533  the  following  new  section : 

"special  project  grants  for  dental  health  of  children 

"Sec  534.  (a)  In  order  to  promote  the  dental  health  of  children  and  youth 
of  school  or  preschool  age,  particularly  in  areas  with  concentrations  of  low-income 
families,  there  are  authorized  to  be  appropriated  $5,000,000  for  the  fiscal  year 
ending  June  30,  1968,  and  such  sums  as  may  be  necessary  for  the  next  four  fiscal 
years,  for  grants  as  provided  in  this  section. 

"(b)  From  the  sums  appropriated  pursuant  to  subsection  (a),  the  Secretary 
is  authorized  to  make  grants  to  the  State  health  agency  of  any  State  and  (with 
the  consent  of  such  agency)  to  the  health  agency  of  any  political  subdivision  of 
the  State,  and  to  any  other  public  or  nonprofit  private  agency,  institution,  or 
organization,  to  pay  not  to  exceed  75  per  centum  of  the  cost  of  pilot  projects 
of  a  comprehensive  nature  for  dental  care  and  services  for  children  and  youth 
of  school  age  or  for  preschool  children.  No  project  shall  be  eligible  for  a  grant 
under  this  section  unless  it  provides  that  any  treatment,  correction  of  defects, 
or  after  care  provided  under  the  project  is  available  only  to  children  who  would 
not  otherwise  receive  it  because  they  are  from  low-income  families  or  for  other 
reasons  beyond  their  control,  and  unless  it  includes  (subject  to  the  limitation 
in  the  foregoing  provisions  of  this  sentence)  at  least  such  preventive  services, 
treatment,  correction  of  defects,  and  after  care,  for  such  age  groups,  as  may  be 
provided  in  regulations  of  the  Secretary.  Such  projects  may  also  include  re- 
search looking  toward  the  development  of  new  methods  of  diagnosis  or  treat- 
ment, or  demonstration  of  the  utilization  of  dental  personnel  with  various  levels 
of  training. 
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B(c)  In  determining  the  cost  of  a  project  and  expenditures  in  carrying  out 
such  project  from  sources  other  than  payments  under  this  section,  the  reasonable 
value  i  as  determined  by  the  Secretary  |  of  any  goods  and  services  provided  in 
carrying  out  such  project  shall  be  included. 

"(d)  Payment  of  grants  under  this  section  may  be  made  I  after  necessary 
adjustments  on  account  of  previously  made  underpayments  or  overpayments) 
in  advance  or  by  way  of  reimbursement,  and  in  such  installments  and  on  such 
conditions,  as  the  Secretary  may  determine.*' 

SPECIAL  MATERNITY  AND  INFANT  CASE  PROJECTS 

Sec.  303.  (a.)  Subsection  (a)  of  section  531  of  the  Social  Security  Act  is 
amended  to  read  as  follows  : 

"(a)  In  order  to  help  reduce  the  incidence  of  mental  retardation  and  other 
handicapping  conditions  caused  by  complications  associated  with  childbearing 
and  to  help  reduce  infant  and  maternal  mortality,  there  are  authorized  to  be 
appropriated  S35.0OO.0OO  for  the  fiscal  year  ending  June  30.  1968,  and  such  sums 
as  may  be  necessary  for  the  next  4  fiscal  years,  for  grants  to  assist  in  meeting 
the  cost  of  projects  as  provided  in  this  section.'* 

(b)  Subsection  f'b)  of  such  section  531  is  amended  (A)  by  striking  out  "the 
State  health  agency  of  any  State  and.  with  the  consent  of  such  agency  in  the 
case  of  a  project  in  which  such  agency  is  unable  or  unwilling  to  participate,  to 
the  health  agency  of  any  political  subdivision  of  the  State."  and  inserting  in  lieu 
thereof  "the  State  health  agency  and  I  with  the  consent  of  such  agency)  to  the 
health  agency  of  any  political  subdivision  of  the  State,  and  to  any  other  public 
or  nonprofit  private  agency,  institution,  or  organization."*  and  (B)  by  striking 
out  "  i  exclusive  of  general  agency  overhead)"  and  all  that  follows  down  to  and 
including  the  period  and  inserting  in  lieu  thereof  "I  exclusive  of  general  agency, 
institution,  or  organization  overhead)  of  any  project  for  the  provision  of 
necessary  health  care  to — 

"(1)  prospective  mothers  I  including,  after  childbirth,  health  care  to  mothers 

and  their  infants)  who  have  or  are  likely  to  have  conditions  associated  with 

childbearing  or  are  in  circumstances  which  increase  the  hazards  to  the  health 

of  the  mothers  or  their  infants  I  including  those  which  may  cause  physical  or 

mental  defects  in  the  infants) .  or 

"(2)  to  infants  during  their  first  year  of  life  who  have  any  condition  or  are 

in  circumstances  which  increase  the  hazards  to  their  health, 
but  only  if  the  State  or  local  agency  determines  that  the  recipient  will  not  other- 
wise receive  necessary  health  care  because  he  is  from  a  low-income  family  or 
for  other  reasons  beyond  his  control." 

i  ci  Such  section  531  is  further  amended  by  redesignating  subsection  (c)  as 
-ub section  I  d  |  and  by  adding  after  subsection  |  b  I  the  following  new  subsection  : 

"(c)  In  determining  the  cost  of  a  project  and  expenditures  in  carrying  out 
such  project  from  sources  other  than  payments  under  this  section,  the  reasonable 
value  (  as  determined  by  the  Secretary)  of  any  goods  and  services  provided  in 
carrying  out  such  project  shall  be  included." 

(d)  The  amendment  made  by  subsection  (a)  shall  apply  in  the  case  of  appro- 
priations for  fiscal  years  beginning  after  June  30.  1967.  The  amendments  made 
by  subsection  (b)  shall  apply  in  the  case  of  grants  for  projects  made  after  June 
30.  1967. 

REVISION    OF    AUTHORIZATION    FOR    MATERNAL    AND    CHILD    HEALTH  SERVICES 

Sec  304.  (a)  Section  501  of  the  Social  Security  Act  is  amended  by  striking 
<>ut  "$55,000,000  for  the  fiscal  year  ending  June  30,  1969,  and  860.000.000  for  the 
fiscal  year  ending  June  30.  1970.  and  each  fiscal  year  thereafter"  and  inserting 
in  lieu  thereof  "and  such  sums  as  may  be  necessary  for  succeeding  fiscal  years". 

I  b  i  Section  504  of  such  Act  is  amended  by  redesignating  subsection  (d)  as 
subsection  (e)  and  inserting  after  subsection  (c)  the  following  new  subsection: 

"(d)  The  total  of  amount  determined  under  the  preceding  provisions  of  this 
section  and  the  amount  determined  under  section  514  for  any  fiscal  year  ending 
after  June  30.  1967.  shall  be  reduced  by  the  amount  by  which  the  sum  expanded 
from  non-Federal  sources  for  maternal  and  child  health  services  and  services  for 
crippled  children  for  such  year  is  less  than  the  sum  expended  from  such  sources 
f  >r  such  services  for  the  fiscal  year  ending  June  30.  1967.  In  the  case  of  any 
such  redaction,  the  Secretary  shall  determine  the  portion  thereof  which  shall  be 
applied,  and  the  manner  of  applying  >uch  reduction,  to  the  amounts  otherwise 
payable  under  this  section  and  section  514." 
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TRAINING  FOR   HEALTH   CARE  OF  MOTHERS  AND  CHILDREN 

Sec.  305.  (a)  Effective  with  respect  to  grants  made  after  June  30,  1967,  title  V 
of  the  Social  Security  Act  is  further  amended  by  striking  out  section  516  and  by 
inserting  after  section  534  (added  by  section  302  of  this  Act)  the  following  new 
section : 

"TRAINING   OF  PERSONNEL 

"Sec  535.  (a)  There  are  authorized  to  be  appropriated  $13,000,000  for  the 
fiscal  year  ending  June  30,  1968,  and  such  sums  as  may  be  necessary  for  succeed- 
ing fiscal  years,  for  grants  by  the  Secretary  to  public  or  nonprofit  private  institu- 
tions of  higher  learning  for  training  personnel  for  health  care  and  related  services 
for  mothers  and  children,  particularly  mentally  retarded  children  and  children 
with  multiple  handicaps. 

"(b)  Payments  of  grants  under  this  section  may  be  made  (after  necessary  ad- 
justment on  account  of  previously  made  underpayments  or  overpayments  in 
advance  or  by  way  of  reimbursement,  and  in  such  installments  and  on  such 
conditions,  as  the  Secretary  may  determine." 

(b)  Effective  with  respect  to  such  grants,  the  second  sentence  of  section  514(c) 
of  such  Act  is  amended  by  striking  out  "or  516". 

RESEARCH    IN    MATERIAL   AND    CHILD    HEALTH    SERVICES   AND   CRIPPLED  CHILDREN'S 

SERVICES 

Sec.  306.  Section  533(a)  of  the  Social  Security  Act  is  amended  by  striking  out 
",  not  exceeding  $8,000,000  for  any  fiscal  year,"  and  by  inserting  after  the  period 
at  the  end  therof  the  f  ollowing  new  sentences :  "The  amount  appropriated  pur- 
suant to  the  preceding  sentence  may  not  exceed  $8,000,000  for  any  fiscal  year 
ending  prior  to  July  1,  1967,  and  $18,000,000  for  the  fiscal  year  ending  June  30, 
1968.  Effective  with  respect  to  grants  made  and  arrangements  entered  into 
after  June  30,  1967,  (1)  special  emphasis  shall  be  accorded  to  projects  which 
will  help  in  studying  the  need  for,  and  the  feasibility,  costs,  and  effectiveness  of, 
comprehensive  health  care  programs  in  which  maximum  use  is  made  of  health 
personnel  with  varying  levels  of  training,  and  in  studying  methods  of  training 
for  such  programs,  and  (2)  grants  under  this  section, may  also  include  funds  for 
the  training  of  health  personnel  for  work  in  such  projects." 

PROGRAM  EVALUATION  IN  MATERNAL  AND  CHILD  HEALTH  AND  WELFARE 

Sec.  307.  Section  541  of  the  Social  Security  Act  is  further  amended  by  adding 
at  the  end  thereof  the  following  new  subsection  : 

"(c)  Such  portion  of  each  appropriation  for  grants  under  this  title  as  the  Secre- 
tary may  determine,  but  not  exceeding  one-half  of  1  percent  thereof,  shall  be 
available  for  evaluation  by  the  Secretary  (directly  or  by  grants  or  contracts) 
of  the  programs  for  which  such  appropriations  are  made  and,  in  the  case  of 
allotments  from  any  such  appropriation,  the  amount  available  for  allotments 
shall  be  reduced  accordingly." 

CONFORMING  OR  TECHNICAL  AMENDMENTS 

Sec.  308.  (a)  Section  532  of  the  Social  Security  Act  is  amended  by  redesignating 
subsection  (c)  as  subsection  (d)  and  by  adding  after  subsection  (b)  the 
following  new  subsection : 

"(c)  In  determining  the  cost  of  a  project  and  expenditures  in  carrying  out 
such  project  from  sources  other  than  payments  under  this  section,  the  reasonable 
value  (as  determined  by  the  Secretary)  of  any  goods  and  services  provided  in 
carrying  out  such  project  shall  be  included." 

(b)  Section  541(b)  of  such  Act  is  amended  by  striking  out  ",  except  section 
531". 

(c)  The  amendment  made  by  subsection  (a)  shall  apply  in  the  case  of  grants 
for  projects  made  after  June  30,  1967. 

TITLE  IV— GENERAL  PROVISIONS 

SOCIAL  WORK  MANPOWER  AND  TRAINING 

Sec.  401.  Title  VII  of  the  Social  Security  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  section  : 
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"grants  for  expansion  and  development  of  graduate  and  undergraduate 

programs 

"Sec.  707.  (a)  There  are  authorized  to  be  appropriated  for  the  fiscal  year 
ending  June  30,  1968,  $5,000,000  and  for  each  fiscal  year  thereafter  such  sums  as 
the  Congress  may  determine  for  grants  by  the  Secretary  to  public  or  nonprofit  pri- 
vate colleges  and  universities  and  to  accredited  graduate  schools  of  social  work  or 
an  association  of  such  schools  to  meet  part  of  the  costs  of  development,  expansion, 
or  improvement  of,  respectively,  undergraduate  programs  in  social  work  and 
programs  for  the  graduate  training  of  professional  social  work  personnel,  includ- 
ing the  costs  of  compensation  of  additional  faculty  and  administrative  personnel 
and  minor  improvements  of  existing  facilities. 

"(b)  In  considering  applications  for  grants  under  this  section,  the  Secretary 
shall  take  into  account  the  relative  need  in  the  States  for  personnel  trained 
in  social  work  and  the  effect  of  the  grants  thereon. 

"(c)  Payment  of  grants  under  this  section  may  be  made  (after  necessary 
adjustment  on  account  of  previously  made  overpayments  or  underpayments)  in 
advance  or  by  way  of  reimbursement,  and  on  such  terms  and  conditions  and  in 
such  installments,  as  the  Secretary  may  determine. 

"(d)  For  purposes  of  this  section — 

"(1)  The  term  'graduate  school  of  social  work'  means  a  department,  school, 
division,  or  other  administrative  unit,  in  a  public  or  nonprofit  private  college 
or  university,  which  provides,  primarily  or  exclusively,  a  program  of  education 
in  social  work  and  allied  subjects  leading  to  a  graduate  degree  in  social  work. 

"(2)  The  term  'accredited'  as  applied  to  a  graduate  school  of  social  work 
means  a  school  which  is  accredited  by  a  body  or  bodies  approved  for  the  purpose 
by  the  Commissioner  of  Education  or  with  respect  to  which  there  is  evidence 
satisfactory  to  the  Secretary  that  it  will  be  so  accredited  within  a  reasonable 
time. 

"(3)  The  term  'nonprofit'  as  applied  to  any  college  or  university  means  one 
which  is  a  corporation  or  association,  or  is  owned  and  operated  by  one  or  more 
corporations  or  associations,  no  part  of  the  net  earnings  of  which  inures,  or 
may  lawfully  inure,  to  the  benefit  of  any  private  shareholder  or  individual." 

MEANING  OF  SECRETARY 

Sec.  402.  As  used  in  the  amendments  made  by  this  title  and  titles  I,  II,  and 
III,  the  term  "Secretary"  means  the  Secretary  of  Health,  Education,  ana 
Welfare. 

TITLE  V — TAX  TREATMENT  OF  THE  AGED 

REPEAL  OF  RETIREMENT  INCOME  CREDIT 

Sec.  501.  Section  37  of  the  Internal  Revenue  Code  of  1954  (relating  to  the 
retirement  income  credit)  is  hereby  repealed  with  respect  to  taxable  years 
beginning  after  December  31, 1967. 

DEFINITION  OF  ADJUSTED  GROSS  AND  TAXABLE  INCOME 

Sec.  502.  (a)  Section  62  of  the  Internal  Revenue  Code  of  1954  (relating  to 
adjusted  gross  income  defined)  is  amended  by  inserting  at  the  end  thereof  the 
following  new  paragraph : 

"(9)  Retirement  income  deduction. — The  deduction  allowed  by  section 

218." 

(b)  Section  63(b)  of  the  Internal  Revenue  Code  of  1954  (relating  to  taxable 
income  of  individuals  electing  the  standard  deduction)  is  amended  by  striking 
out  "and"  at  the  end  of  paragraph  (1),  by  striking  out  the  period  at  the  end 
of  paragraph  (2)  and  inserting  in  lieu  thereof  -",  and",  and  by  adding  at  the 
end  thereof  the  following  new  paragraph : 

"(3)  the  deduction  for  the  special  exemption  for  individuals  aged  65  or 
more  orovided  in  section  154." 

(c)  Section  170(b)(1)  of  the  Internal  Revenue  Code  of  1954  (relating  to 
limitations  on  charitable  contributions)  is  amended — 

(1)  by  striking  out  the  period  at  the  end  of  subparagraph  (A)  and  insert- 
ing in  lieu  thereof:  "and  without  regard  to  any  deduction  allowable  under 
section  218  for  the  taxable  year."  ;  and 

(2)  by  striking  out  the  period  at  the  end  of  the  first  sentence  of  subpara- 
graph (B)  and  inserting  in  lieu  thereof:  "and  without  regard  to  any  deduc- 
tion allowable  under  section  218  for  the  taxable  year." 
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(d)  Section  213  of  the  Internal  Revenue  Code  of  1954  (relating  to  limitation 
on  deduction  for  medical,  dental,  etc.,  expenses)  is  amended  by  striking  out  "the 
adjusted  gross  income"  where  it  appears  in  subsection  (a)  (1),  and  subsection 
(b)  and  inserting  in  lieu  thereof :  "the  adjusted  gross  income  computed  without 
regard  to  any  deduction  allowable  under  section  218  for  the  taxable  year." 

INCLUSION  OF  CERTAIN   SOCIAL  SECURITY  AND  RAILROAD  RETIREMENT  BENEFITS  IN 

INCOME 

Sec.  503.  (a)(1)  Part  II  of  subchapter  B  of  chapter  1  of  the  Internal  Revenue 
Code  of  1954  is  amended  by  adding  the  following  new  section  at  the  end  thereof : 

"SEC.  82.  CERTAIN  SOCIAL  SECURITY  AND  RAILROAD  RETIREMENT 
BENEFITS. 

"Gross  income  includes — 

"(a)  Payments  received  under  section  202  (relating  to  old-age  and  survivors 
insurance  benefits)  or  section  228  (relating  to  benefits  at  age  72  for  certain  un- 
insured individuals)  of  the  Social  Security  Act,  except — 

"(1)  child's  insurance  benefits  received  under  section  202(d)  of  such  Act, 
"(2)  lump-sum  death  payments  received  under  section  202 (i)  of  such  Act, 
"(3)  mother's  insurance  benefits  received  under  section  202(g)  of  such  Act, 
"(4)  benefits  received  under  section  202(b)  or  202(c)  of  such  Act  by  a 
spouse  or  divorced  wife  of.  an  individual  entitled  to  disability  insurance  bene- 
fits under  section  223  of  such  Act,  and 

"(5)  benefits  received  under  section  202(h)  of  such  Act  by  a  parent  of  an 
individual  entitled  to  disability  insurance  benefits  under  section  223  of  such 
Act;  and 

"(b)  Payments  received  under  the  Railroad  Retirement  Act  of  1935  or  the 
Railroad  Retirement  Act  of  1937,  as  amended,  except — 

"(1)  payments  received  by  an  individual  prior  to  the  beginning  of  the  tax- 
able year  in  which  he  attains  age  65,  on  account  of  mental  or  physical  dis- 
ability, 

"(2)  payments  received  by  a  child  (as  described  in  section  5(e)  (1)  (ii)  of 
the  Railroad  Retirement  Act  of  1937,  as  amended) ,  and 

"(3)  lump-sum  payments  received  under  section  5(f)  of  the  Railroad  Re- 
tirement Act  of  1937,  as  amended. 

"(4)  payments  received  by  a  widow  under  section  5(b)  of  the  Railroad 
Retirement  Act  of  1937,  as  amended." 

(2)  The  table  of  sections  for  part  II  of  subchapter  B  of  chapter  1  of  the  Inter- 
nal Revenue  Code  of  1954  is  amended  by  inserting  the  following  at  the  end 
thereof : 

"Sec.  82.  Certain  Social  Security  and  Railroad  Retirement  Benefits." 

(b)  Section  101(b)  (2)  of  the  Internal  Revenue  Code  of  1954  (relating  to  spe- 
cial rules  for  employees'  death  benefits)  is  amended  by  inserting  after  subpara- 
graph (D)  the  following  new  subparagraph  : 

"(E)  Certain  social  security  and  railroad  retirement  benefits. — Para- 
graph (1)  shall  not  apply  to  amounts  required  to  be  included  in  gross 
income  under  section  82." 

special  exemption  for  individuals  AGED  65  OR  more  ;  repeal  of  additional 
exemption  ;  INCREASE  in  permissible  gross  income  level  of  aged  dependents 

Sec.  504.  (a)  Section  151(c)  of  the  Internal  Revenue  Code  of  1954  (relating 
to  additional  exemption  for  taxpayer  or  spouse  age  65  or  more)  is  hereby 
repealed  with  respect  to  taxable  years  beginning  after  December  31,  1967. 

(b)  Section  151(e)(1)  of  the  Internal  Revenue  Code  of  1954  (relating  to 
permissible  gross  income  level  of  aged  dependents)  is  amended  by  revising  sub- 
paragraph (A)  to  read  as  follows  : 

"(A)  who,  prior  to  the  close  of  the  calendar  year  in  which  the  taxable 
year  of  the  taxpayer  begins — 

"(i)  has  not  attained  the  age  of  65  and  whose  gross  income  for  such 
calendar  year  is  less  than  $600,  or 

"(ii)  has  attained  the  age  of  65  and  whose  gross  income  for  such 
calendar  year  is  less  than  $1,200  ;  or" 

(c)  Part  V  of  subchapter  B  of  chapter  1  of  the  Internal  Revenue  Code  of 
1954  (relating  to  deductions  for  personal  exemptions)  is  amended  by  redesig- 
nating section  154  as  section  155,  and  by  inserting  after  section  153  the  following 
new  section. 
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"SEC.   154.   SPECIAL   EXEMPTION   FOR  INDIVIDUALS  AGED  65  OR 
MORE. 

"(a)  General  Rule. — In  the  case  of  a  taxpayer  who  has  attained  the  age  of 
65  before  the  close  of  his  taxable  year,  there  shall,  subject  to  the  limitations  in 
subsection  (b),  be  allowed  as  a  deduction  in  computing  taxable  income  a  special 
exemption  of — 

"(1)  $2,300  if  the  taxpayer  is  single  or  is  married  to  a  spouse  who  has  not 
attained  the  age  of  65  before  the  close  of  the  taxable  year  of  the  taxpayer,  or 

"(2)  $2,000  if  the  taxpayer  is  married  to  a  spouse  who  has  attained  the 
age  of  65  before  the  close  of  the  taxable  year  of  the  taxpayer,  plus  an  addi- 
tional $2,000  for  the  spouse  of  the  taxpayer  if  a  separate  return  is  made  by 
the  taxpayer,  and  for  the  calendar  year  in  which  the  taxable  year  of  the 
taxpayer  begins  such  spouse  has  no  gross  income  and  is  not  the  dependent  of 
another  taxpayer, 
"(b)  Limitation. — 

''(1)  Except  as  provided  in  paragraph  (2)  — 

"(A)  in  the  case  of  a  single  person,  the  exemption  to  which  he  is  entitled 
under  subsection  (a)  shall  be  reduced  by  the  amount  by  which  his  adjusted 
gross  income  for  the  taxable  year  exceeds  $5,600. 

"(B)  in  the  case  of  a  married  person  each  exemption  to  which  he  is  en- 
titled under  subsection  (a)  shall  be  reduced  by  the  amount  by  which  one- 
half  of  the  combined  adjusted  gross  income  of  such  person  and  his  spouse 
for  the  taxable  year  (computed  without  regard  to  any  deduction  which  is 
allowable  under  section  218  for  the  taxable  year)  exceeds  $5,600. 
"(2)  Paragraph  (1)  shall  not  operate  to  reduce  the  amount  of  the  exemp- 
tion or  exemptions  to  which  a  taxpayer  is  entitled  for  a  taxable  year  under 
subsection  (a)  below  an  amount  equal  to  one-third  of  the  social  security  and 
railroad  retirement  benefits  (exclusive  of  supplemental  annuities  received 
under  section  3(j)  (1)  of  the  Railroad  Retirement  Act  of  1937,  as  amended), 
included  in  such  taxpayer's  gross  income  under  section  82  for  such  taxable 
year. 

"(3)  For  purposes  of  this  section,  where  a  husband  and  wife  have  different 
taxable  years,  the  adjusted  gross  income  of  the  spouse  is  the  adjusted  gross 
income  of  the  spouse  for  the  taxable  year  ending  within  the  taxable  year  of 
the  taxpayer." 

(c)  The  table  of  sections  for  Part  V  of  subchapter  B  of  chapter  1  of  the 
Internal  Revenue  Code  of  1954  is  amended  by  redesignating  section  154  as  sec- 
tion 155,  and  by  inserting  immediately  following  section  153 : 

"Sec.  154.  Special  exemption  for  individuals  aged  65  or  more." 

retirement  income  deduction 

Sec.  505.  (a)  Part  YII  of  subchapter  B  of  chapter  1  of  the  Internal  Revenue 
Code  of  1954  (relating  to  additional  itemized  deductions  for  individuals)  is 
amended  by  redesignating  section  218  as  section  219,  and  by  inserting  after  sec- 
tion 217  the  following  new  section  : 

"SEC.  218.  RETIREMENT  INCOME  DEDUCTION. 

"(a)  General  Rule. — In  the  case  of  an  individual  who  has  not  attained  the 
age  of  65  before  the  close  of  his  taxable  year,  there  shall  be  allowed  as  a  deduc- 
tion an  amount,  if  any,  equal  to  the  lesser  of — 

"(1)  $1,600,  reduced  as  provided  in  subsection  (b) ,  or 

"(2)  the  sum  of — 

"(A)  any  amounts  included  in  his  gross  income  for  such  taxable  year 
under  section  82,  plus 

"(B)  any  amounts  received  as  a  pension  or  annuity  under  a  public  retire- 
ment system  (as  defined  in  subsection  (d)),  to  the  extent  included  in  his 
gross  income  for  such  taxable  year. 
"(b)  Limitation. — 

"(1)  Except  as  provided  in  paragraph  (2)  — 

"(A)  in  the  case  of  a  single  person,  the  limitation  set  forth  in  subsection 
(a)  (1)  shall  be  reduced  by  the  amount  by  which  his  adjusted  gross  income 
for  the  taxable  year  (computed  without  regard  to  this  section)  exceeds 
$5,600; 
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"(B)  in  the  case  of  a  married  person,  the  limitation  set  forth  in  subsection 
(a)  (1)  shall  be  reduced  by  the  amount  by  which  one-half  of  the  combined 
adjusted  gross  income  of  such  person  and  his  spouse  for  the  taxable  year 
(computed  without  regard  to  this  section)  exceeds  $5,600. 
"(2)  Paragraph  (1)  shall  not  operate  to  reduce  the  amount  of  the  deduction 
to  which  a  taxpayer  is  entitled  for  a  taxable  year  under  subsection  (a)  below 
an  amount  equal  to  one-third  of  the  social  security  and  railroad  retirement 
benefits  (exclusive  of  supplemental  annuities  received  under  section  3(j)  (1) 
of  the  Railroad  Retirement  Act  of  1937,  as  amended)  included  in  such  tax- 
payer's gross  income  under  section  82  for  such  taxable  year. 

"(3)  For  purposes  of  this  section,  where  a  husband  and  wife  have  different 
taxable  years,  the  adjusted  gross  income  of  the  spouse  is  the  adjusted  gross 
income  of  the  spouse  for  the  taxable  year  ending  within  the  taxable  year  of 
the  taxpayer. 

"(4)  For  purposes  of  this  section,  the  rules  in  section  153  shall  be  applied 
in  determining  marital  status. 

"(c)  In  applying  subsection  (a)  with  respect  to  amounts  received  by  a  husband 
or  wife  which  are  community  income  under  community  property  laws  applicable 
to  such  income,  the  aggregate  amount  deductible  under  subsection  (a)  from  the 
gross  income  of  such  husband  and  wife  shall  equal  the  amount  which  would  be 
deductible  if  such  amounts  did  not  constitute  such  community  income. 

"(d)  Public  Retirement  System  Defined. — For  purposes  of  this  section,  the 
term  'public  retirement  system'  means  a  pension,  annuity,  retirement,  or  similar 
fund  or  system  established  by  the  United  States,  a  State,  a  territory,  a  possession 
of  the  United  States,,  any  political  subdivision  of  any  of  the  foregoing,  or  the 
District  of  Columbia." 

(b)  The  table  of  sections  for  Part  VII  of  subchapter  B  of  chapter  1  of  the 
Internal  Revenue  Code  of  1954  is  amended  by  redesignating  section  218  as  section 
219  and  by  inserting  immediately  following  section  217  the  following : 

"Sec.  218.  Retirement  Income  Deduction." 

MISCELLANEOUS  AMENDMENTS 

Sec  506.  (a)  Section  4  (relating  to  rules  for  optional  tax)  is  amended  by 
redesignating  subsection  "(f)"  as  "(g)"  and  inserting  the  following  new  sub- 
section after  subsection  (e)  : 

"(f)  Persons  Aged  65  and  Over. — An  individual  who  has  attained  the  age  of 
65  before  the  end  of  his  taxable  year  may  elect  to  pay  the  optional  tax  imposed 
by  section  3  only  if  the  Secretary  or  his  delegate  prescribes  tables  for  the  com- 
putation of  such  tax  which  reflects  the  special  exemption  provided  by  section  154 
and  are  constructed  in  a  manner  comparable  to  the  tables  set  forth  in  section  3." 

(b)  Section  144  of  the  Internal  Revenue  Code  of  1954  (relating  to  election  of 
standard  deduction)  is  amended  by  inserting  at  the  end  thereof  the  following 
new  subsection : 

"(e)  Individuals  Aged  65  or  More. — In  the  case  of  a  taxpayer  who  has  attained 
the  age  of  65  before  the  close  of  his  taxable  year  and  who,  for  such  taxable  year, 
may  not  elect  by  reason  of  section  4(f)  to  pay  the  optional  tax  imposed  by 
section  3 — 

"(1)  subsection  (a)  shall  not  apply  for  such  taxable  year,  and 
"(2)  the  standard  deduction  shall  be  allowed  if  the  taxpayer  so  elects  on 
his  return  for  such  taxable  year. 
The  Secretary  or  his  delegate  shall  by  regulations  prescribe  the  manner  of 
signifying  such  election  in  the  return.  If  the  taxpayer  on  making  his  return  fails 
to  signify,  in  the  manner  so  prescribed,  his  election  to  take  the  standard  deduc- 
tion, such  failure  shall  be  considered  his  election  not  to  take  the  standard 
deduction." 

(c)  Section  6012(a)(1)  of  the  Internal  Revenue  Code  of  1954  (relating  to 
persons  required  to  make  returns  of  income)  is  amended  to  read  as  follows : 

"(1)  Every  individual  having  for  the  taxable  year  a  gross  income  of  $600 
or  more  (except  that  any  individual  who  has  attained  the  age  of  65  before  the 
close  of  his  taxable  year  and  who  has  gross  income  of  $600  or  more  shall  be 
required  to  make  a  return  only  if  his  income  for  the  taxable  year  (combined 
with  his  spouse's  income,  if  married)  exceeds  $2,600. ) " 

(d)  Section  12  of  the  Railroad  Retirement  Act  of  1937,  as  amended,  is  amended 
by  inserting  a  comma  after  the  word  "assignable"  and  by  inserting  the  following 
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after  the  word  "tax":  "(except  as  provided  in  section  82(b)  of  the  Internal 
Revenue  Code  of  1954)." 

EFFECTIVE  DATES 

Sec.  507.  The  amendments  made  by  this  title  are  effective  for  taxable  years 
beginning  after  December  31,  1967. 

The  Chairman.  We  also  caused  to  be  printed  as  a  committee  print 
the  administration's  section-by-section  analysis  of  H.R.  5710  in  order 
that  the  public  might  have  that  explanation  available  for  study  prior 
to  the  hearings. 

Without  objection,  a  copy  of  that  document  will  be  placed  into  the 
record  at  this  point. 

(The  committee  print  follows:) 
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SECTION-BY-SECTION  ANALYSIS  OF  H.R.  5710  1 

I.  SCOPE  OF  THE  BILL 

This  bill  provides  for  a  number  of  needed  improvements  in  our  social 
insurance  system  and  in  both  the  public  welfare  and  child-health 
provisions  of  the  Social  Security  Act.  It  also  revises  the  present 
income  tax  treatment  of  the  aged. 

Title  I  of  the  bill  covers  the  old-age,  survivors,  and  disability  insur- 
ance program  and  the  health  insurance  program  under  the  Social 
Security  Act.  It  revises  and  improves  the  benefit  and  coverage 
provisions,  and  it  also  expands  the  scope  of  the  medicare  program 
while  at  the  same  time  time  makes  necessary  adjustments  in  that 
program  to  take  into  account  administrative  problems  which  have 
arisen  in  the  first  year  of  its  operation.  Consistent  with  the  policies 
established  by  Congress  in  the  past,  the  improvements  made  by  the 
bill  will  be  fully  financed  and  the  programs  will  continue  to  be  self 
supporting  and  on  a  sound  actuarial  basis. 

Title  II  of  the  bill  deals  with  the  public  assistance  provisions  in 
the  Social  Security  Act.  It  is  designed  to  increase  the  adequacy  of 
public  assistance  payment,  to  provide  work  incentives  through  the 
establishment  of  community  work  and  training  programs,  and  to 
improve  and  make  more  equitable  the  provision  for  medical  assistance. 
In  addition,  this  title  assists  in  the  extension  of  child-welfare  services 
and  authorizes  temporary  assistance  to  migratory  workers. 

Title  III  deals  with  the  child-health  provisions  of  the  Social  Security 
Act.  It  makes  provision  for  encouraging  early  findings  of  defects 
and  chronic  illnesses  of  children  and  for  remedying  these  defects.  It 
also  provides  a  dental  care  program  for  children  and  makes  several 
other  changes  designed  to  protect  the  health  of  children  and  mothers. 

Title  IV  contains  general  provisions  and  provides  for  the  establish- 
ment of  a  social  work  manpower  and  training  program  and  permits 
the  coordination  of  grants  made  under  Federal  statutes. 

Title  V  deals  with  the  income  tax  treatment  of  the  aged.  It  would 
eliminate  the  complex  features  of  present  law  in  this  area  and  provide 
a  simple  and  uniform  method  of  equitably  taxing  all  aged  taxpayers. 

II.  SUMMARY  OF  THE  PROVISIONS  OF  THE  BILL 
Title  I — Old-Age,  Survivors,  Disability,  and  Health  Insurance 

PART  1  BENEFITS  UNDER  THE  OLD-AGE,  SURVIVORS,  AND  DISABILITY 

INSURANCE  PROGRAM 

Section  101.  Increase  in  old-age,  survivors,  and  disability  insurance 
benefits 

This  section  provides  a  general  benefit  increase  for  current  and 
future  beneficiaries.    Benefits  are  increased  across  the  board  by  at 

1  This  material  has  been  prepared  and  furnished  by  the  Department  of  Health,  Education,  and  Welfare. 
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least  15  percent,  with  a  minimum  benefit  of  $70,  instead  of  the  present 
$44.  The  maximum  retirement  benefit  payable  under  present  law 
for  a  worker  alone  is  $168,  on  the  basis  of  average  monthly  earnings 
of  $550;  the  maximum  retirement  benefit  under  the  bill  is  $288,  on  the 
basis  of  average  monthly  earnings  of  $900.  Maximum  family  bene- 
fits payable  for  the  future  will  range  from  $105  to  $540  a  month,  com- 
pared with  the  present  range  of  $66  to  $368.  Families  already  on  the 
rolls  will  receive  at  least  15  percent  more  than  at  present. 

Section  102.  Special  minimum  primary  insurance  cost 

A  special  minimum  benefit  would  be  given  for  long-service  workers. 
It  would  be  equal  to  $4  multiplied  by  the  number  of  years  of  coverage 
up  to  25,  so  that  a  worker  with  25  years  or  more  of  coverage  will 
receive  a  benefit  of  at  least  $100  a  month. 

Section  103.  Maximum  amount  of  a  wife's  or  husband's  insurance  benefit 
The  section  provides  that  the  amount  of  a  wife's  benefit  or  a 
husband's  benefit  shall  not  exceed  $90.    No  such  limitation  appears 
in  present  law. 

Section  104-  Increase  in  benefits  for  certain  individuals  age  72 

Under  this  section  there  would  be  an  increase  from  $35  a  month  to 
$50  a  month  the  special  amount  that  is  paid  to  certain  people  age  72 
and  over  who  have  not  worked  in  covered  employment  sufficiently 
long  enough  to  meet  the  regular  insured  status  requirements,  or  who 
had  no  work  covered  under  social  security.  This  special  payment  to 
couples  would  be  increased  from  $52.50  to  $75  a  month. 

Section  105.  Widow's  benefits  to  disabled  widows  under  age  62 

This  section  provides  for  the  payment  of  a  cash  benefit  to  a  widow 
who  is  disabled,  regardless  of  her  age.  Under  present  law,  a  widow's 
benefit  is  payable  at  age  62  (or  at  age  60  on  a  reduced  basis).  In 
order  to  qualify  for  this  benefit,  the  widow  would  have  to  meet  the 
present  definition  of  disability  applicable  to  insured  workers.  In 
addition,  the  onset  of  her  disabilty  would  have  to  occur  no  later 
than  7  years  after  her  husband  died  or  after  the  termination  of  her 
entitlement  to  benefits  as  a  mother  with  dependent  children. 

Section  106.  Increase  in  amount  an  individual  is  permitted  to  earn 
without  suffering  full  deductions  from  benefits 
There  would  be  an  increase  from  $1,500  to  $1,680  in  the  amount  a 
beneficiary  could  earn  in  a  year  without  suffering  a  deduction  in  his 
social  security  benefits,  and  an  increase  from  $125  to  $140  in  the 
amount  a  beneficiary  could  earn  in  a  month  and  still  get  his  benefit 
for  that  month,  regardless  of  his  annual  earnings.  If  earnings  ex- 
ceeded $1,680,  $1  in  annual  benefits  would  be  withheld  for  each  $2 
of  earnings  between  $1,680  and  $2,880,  and  for  each  $1  of  earnings 
over  $2,880. 

Section  107.  Increase  of  earnings  counted  for  benefit  and  tax  purposes 

This  section  provides  for  an  increase  in  the  maximum  amount  of 
earnings  taxable  and  creditable  toward  social  security  benefits  from 
the  present  $6,600  to  $7,800  for  the  years  1968  through  1970,  to 
$9,000  for  the  years  1971  through  1973,  and  to  $10,800  for  years  after 
1973. 
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Section  108.  Changes  in  tax  schedules 

Under  this  section  the  tax  rate  schedule  is  revised  to  provide 
(1)  the  tax  rate  for  the  self-employed  for  1969  to  1972  would  be  6.8 
percent  (instead  of  6.6  percent):  (2)  the  employee- employer  rate 
would  be  9  percent  in  1969  to  1972  (instead  of  8.8  percent):  and  (3) 
the  employee- employer  rate  for  1973  and  thereafter  would  be  10 
percent  (instead  of  9.7  percent). 

Section  109.  Disability  insurance  trust  fund 

This  section  would  increase  the  percentage  of  taxable  wages  appro- 
priated to  the  disability  insurance  trust  fund  (now  at  0.70  of  1  percent) 
to  0.95  of  1  percent  and  would  increase  the  percentage  of  self-employ- 
ment income  (now  at  0.525  of  1  percent)  to  0.7125  of  1  percent. 

Section  110.  Elimination  of  provisions  denying  benefits  to  individuals 
because  of  membership  in  certain  organizations 
This  would  repeal  certain  provisions  of  the  Social  Security  Amend- 
ments of  1965  and  of  the  Social  Security  Act  relating  to  members  and_ 
employees  of  certain  organizations  and  to  persons  convicted  of  certain 
specified  offenses. 

PART  2  COVERAGE  UNDER  THE  OLD-AGE,  SURVIVORS,  AND  DISABILITY 

INSURANCE  PROGRAM 

Section  115.  Coverage  of  agricultural  labor 

The  annual  cash  wage  test  for  social  security  coverage  on  the  basis 
of  agricultural  labor  would  be  reduced  from  the  present  $150  to  $50. 
In  addition,  the  time  test  would  be  reduced  from  20  days  a  year  to 
10  days  a  year.  For  this  purpose,  wages  of  $50  a  year  would  result 
in  a  quarter  of  coverage  to  a  total  of  4  in  a  year  for  each  $50  of  annual 
covered  farm  wages  (instead  of  for  each  $100  as  in  present  law). 

Section  116.  Transfer  of  Federal  employment  credits 

This  section  would  permit  the  crediting  as  remuneration  for  em- 
ployment for  social  security  purposes  pay  for  Federal  service  covered 
under  the  civil  service  or  Foreign  Service  retirement  system,  if  the 
worker  has  no  protection  under  either  retirement  system  at  the  time 
of  his  death,  disablement,  or  retirement.  It  would  also  provide  for  the 
transfer  from  the  civil  service  retirement  and  disability  fund  and  the 
Foreign  Service  retirement  and  disability  fund  to  the  social  security 
trust  funds  amounts  equal  to  the  proportionate  cost  of  social  security 
benefits  paid  in  each  fiscal  year  that  are  attributable  to  the  credits  for 
Federal  service,  with  interest  from  the  date  of  the  benefit  payments. 

Section  117.  Shrimpboat  fishermen  and  truck  loaders  and  unloaders 

This  would  clarify  the  employee  status  of  shrimpboat  fisherman  and 
persons  loading  and  unloading  trucks  to  the  extent  that  it  would 
designate  the  individual  who  is  to  be  considered  the  employer  of  these 
individuals.  Under  present  law  as  interpreted  by  the  courts,  there  is 
some  question  as  to  who  is  responsible  for  paying  the  employer's  share 
of  social  security  taxes  on  their  earnings,  although  it  is  clear  that  the 
services  of  these  individuals  are  covered  under  the  social  security 
system. 
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PART  3 — HEALTH  INSURANCE  BENEFITS 

Section  125.  Health  insurance  for  the  disabled 

Under  this  section  hospital  insurance  protection  would  be  extended 
to  social  security  disability  beneficiaries  under  age  65  (including 
insured  workers,  adults  getting  benefits  based  on  childhood  disabilities, 
and  disabled  widows)  and  qualified  railroad  retirement  annuitants. 
It  would  also  make  supplementary  medical  insurance  available  to 
these  people  on  the  same  basis  as  to  the  aged. 

Section  126.  Health  insurance  payments  to  Federal  facilities 

This  would  delete  from  present  law  the  provision  which  prohibits 
the  payments  of  medicare  benefits  on  behalf  of  individuals  who  are 
furnished  covered  services  by  a  Federal  provider  of  service. 

Section  127.  Inclusion  of  nonroutine  podiatrists1  services  under  the 
supplementary  medical  insurance  program 
Under  this  section  podiatrists'  services,  except  for  routine  foot  care 
which  is  excluded  whether  performed  by  a  podiatrist  or  by  a  physician, 
would  be  included  as  a  covered  service  under  the  supplementary 
medical  insurance  program.  Payment  would  be  made  for  these 
services,  subject  to  the  deductibles  and  coinsurance  applicable  to  that 
program. 

Section  128.  Increase  in  membership  of  the  National  Medical  Review 
Committee 

This  section  would  increase  membership  in  the  National  Medical 
Review  Committee  from  nine  to  16  members.  This  committee  is 
established  under  the  medicare  program  to  study  the  utilization  of 
hospital  and  other  medical  care  and  services  for  which  payment  may 
be  made  under  that  program. 

Section  129.  Depreciation  allowance  for  purposes  of  determining  reasona- 
ble cost 

This  section  would  define  "reasonable  cost,"  under  the  medicare 
law,  for  purpose  of  paying  for  covered  services  furnished  by  a  provider 
of  service,  to  include  depreciation  allowances  on  capital  expenditures. 
A  provider  would  be  eligible  for  such  allowances  only  if  he  set  such 
payments  aside  and  used  them  only  for  proper  capital  expenditures. 
The  Secretary  would  be  authorized  to  utilize  the  services  of  appropriate 
State  planning  agencies  to  determine  under  an  overall  plan,  developed 
by  that  agency  for  meeting  the  health-facility  needs  of  the  people 
in  the  State,  whether  a  capital  expenditure  was  proper.  If  a  de- 
termination was  made  that  funds  (whether  they  were  payments  for 
depreciation  or  otherwise  obtained)  were  used  improperly  the  Secre- 
tary could  terminate  the  agreement  with  the  provider  of  service  or 
withhold  certain  future  payments  to  the  provider  of  service  that 
might  be  due  under  the  medicare  law. 

Section  130.  Outpatient  hospital  and  diagnostic  specialty  benefits  for 
the  aged  and  disabled 
This  would  establish  a  special  part  under  the  medicare  program 
which  would  provide  for  the  coverage  of,  and  reimbursement  for, 
specialty  services  furnished  to  hospital  inpatients  and  services  rendered 
to  hospital  outpatients.  All  persons  entitled  to  inpatient  hospital 
services  under  part  A  of  the  program  would  be  eligible  for  specialty 
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services  provided  to  hospital  inpatients.  Eligibility  for  hospital 
outpatient  services  (both  outpatient  diagnostic  services  and  outpatient 
therapeutic  services)  would  be  restricted  to  persons  enrolled  under 
part  B  of  the  program.  Specialty  services  would  include  diagnostic 
X-ray  services  and  diagnostic  laboratory  services  furnished  by  a 
physician. 

Section  181.  Elimination  of  requirement  of  physician  certification  in 
the  case  of  inpatient  hospital  services  at  time  individual  becomes  an 
inpatient 

This  section  would  delete  the  present  requirement  in  the  medicare 
program  under  which  a  physician  must  certify,  at  the  time  an  indi- 
vidual enters  the  hospital,  that  the  hospital  services  are  needed  on  an 
inpatient  basis  for  such  individual's  medical  treatment. 

PART  4  MISCELLANEOUS  AND  TECHNICAL  AMENDMENTS 

Section  150.  Eligibility  of  certain  children  for  monthly  benefits 

This  section  would  provide  for  the  payment  of  child's  benefits, 
based  on  the  earnings  record  of  a  worker  who  was  not  the  child's 
parent,  to  a  child  who  was  living  with  and  supported  by  the  worker 
for  at  least  1  year  before  the  worker  died  or  at  least  5  years  before 
the  worker  became  disabled  or  retired. 

Section  151.  Eligibility  of  an  adopted  child  for  monthly  benefits 

This  section  would  provide  an  alternative  to  the  present  provision 
under  which  a  child  may  be  considered  the  adopted  child  of  a  deceased 
worker  if  the  child  is  adopted  by  the  worker's  widow  within  2  years  of 
the  worker's  death.  Under  this  alternative  the  child  would  qualify 
as  the  worker's  child  if  he  was  living  in  the  worker's  household  when 
the  worker  died  and  proceedings  for  the  adoption  had  begun  before  the 
worker  died,  regardless  of  whether  the  adoption  was  completed 
within  2  years. 

Section  152.  Parent's  insurance  benefits 

This  section  would  provide  for  the  payment  of  parent's  insurance 
benefits  to  the  parents  of  retired  and  disabled  workers  and  provide 
that  parent's  insurance  benefits  shall  not  be  paid  if  they  would  other- 
wise (because  of  the  maximum  provision  in  the  law)  reduce  the  bene- 
fits to  the  remaining  members  of  the  wage  earner's  family  (wife,  child, 
or  widow) .  The  benefits  for  the  dependent  parents  of  living  workers 
would  be  equal  to  50  percent  of  the  worker's  benefit  and  would  be 
reduced  if  taken  before  age  65. 

Section  153.  Underpayments 

Under  this  section  claims  for  underpayments  of  cash  benefits  would 
be  paid  according  to  the  following  order  of  priority:  (1)  to  the  surviving 
spouse  who  was  living  with  the  underpaid  beneficiary;  (2)  to  the 
surviving  spouse  who  was  entitled  to  benefits  on  the  same  earnings 
record  as  the  underpaid  beneficiary;  (3)  to  his  child;  (4)  to  the  legal 
representative  of  the  estate;  and  (5)  to  a  relative  whom  the  Secretary 
determines  to  be  the  proper  person  to  accept  payment  on  behalf  of 
the  underpaid  beneficiary's  estate.  Also,  the  section  would  provide 
for  payment  of  supplementary  medical  insurance  benefits  in  cases 
where  the  beneficiarv  dies  before  reimbursement  under  the  program  is 
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made.  This  would,  in  general,  follow  the  priority  order  for  under- 
payments for  cash  benefits  except  that  those  who  paid  the  medical 
bill  would  be  given  first  priority. 

Section  154.  Simplification  of  computation  of  primary  insurance 
amount  and  quarter  of  coverage  in  the  case  of  1937-51  wages 
This  section  would  simplify  the  present  computation  process  by  per- 
mitting the  Secretary  to  apply  certain  presumptions  to  an  mdividuaFs 
total  wages  prior  to  1951.  On  the  basis  of  these  presumptions  there 
would  be  a  maximum  utilization  of  electronic  data  processing,  thus 
permitting  a  substantial  savings  in  costs  in  the  administration  of  the 
program. 

Section  155.  Definition  of  widow,  widower,  and  stepchild 

Under  present  law  the  relationship  of  widow,  widower,  and  stepchild 
depends  in  some  cases  on  the  existence  of  a  marriage  of  1  year.  This 
provision  would  introduce  some  flexibility  into  this  requirement  so 
that  the  relationship  would  be  deemed  to  have  been  established  if 
death  of  one  of  the  parties  occurred  just  less  than  1  year  of  the 
marriage. 

Section  156.  Extension  of  time  for  fling  reports  of  earnings 

Under  this  section  the  Secretary  could  grant  a  reasonable  extension 
of  time  (but  not  more  than  3  months)  for  making  the  formal  report 
of  earnings  required  of  beneficiaries  whose  earnings  exceed  the  amount 
requiring  a  deduction  from  benefits  (i.e.,  $1,680  per  year).  The 
present  law  makes  no  allowance  for  any  extension  of  time. 

Section  157.  Penalties  for  failure  to  fie  timely  reports 

This  section  would  introduce  some  flexibility  in  the  imposition  of 
penalties  against  individuals  who  fail  to  file  a  timely  report  of  an 
event  which  causes  a  deduction  in  benefits. 

Section  158.  Limitation  in  payment  retroactive  benefits  in  certain  cases 
Under  present  law  the  Treasury  Department  is  authorized  to  with- 
hold checks  for  delivery  to  a  foreign  country  if  that  Department  de- 
teraunes  there  is  no  reasonable  assurance  that  the  payee  will  receive 
the  check.  Under  this  provision,  when  the  restriction  is  lifted  the 
retroactive  payments  due  for  the  period  during  which  the  restriction 
was  in  effect  would  be  limited  to  not  more  than  12  months'  benefits 
where  the  beneficiary  had  in  the  meantime  died. 

Section  159.  Statute  of  limitations  for  self-employment  income 

This  would  permit  the  Secretary  to  credit  the  self-employment  in- 
come of  an  individual  to  his  account,  even  though  the  individual  filed 
his  tax  report  after  the  statute  of  limitation  had  run,  where  the  In- 
ternal Revenue  Service  had  assessed  the  tax  against  the  individual. 
Under  present  law  even  though  there  is  an  assessment  and  payment 
of  the  tax  after  the  statute  of  limitation  has  run,  the  Secretary  has  no 
authority  to  credit  the  individual  with  such  income  for  social  security 
benefits. 

Section  160.  Enrollment  under  medicare  based  on  an  alleged  date  of 
attainment  of  age  65 
Where  an  individual  failed  to  enroll  under  the  medicare  program 
because  he  was  mistaken  as  to  his  correct  date  of  birth,  the  Secretary 
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would  be  authorized  by  this  section  to  enroll  the  individual  on  the 
basis  of  the  documentary  evidence  he  presented  when  he  initially 
sought  to  enroll. 

Section  161.  Services  of  interns  and  residents  as  inpatient  hospital 
services 

Under  the  medicare  law,  services  of  an  intern  or  resident  are  cov- 
ered as  inpatient  hospital  services  (pt.  A  of  the  program)  when 
they  are  rendered  under  an  approved  teaching  program.  Certain 
physicians  have  a  limited  license  and  are  authorized  to  practice  as 
physicians  only  in  a  hospital.  Present  law  covers  these  services 
under  part  B  of  the  program.  This  section  would  cover  the  services 
of  these  physicians  under  part  A  of  the  program  in  the  same  way 
as  the  services  of  interns  and  residents  are  covered. 

Section  162.  Payment  for  the  purchase  of  durable  medical  equipment 

This  would  permit  the  payment  under  part  B  of  the  medicare  pro- 
gram for  the  purchase  of  durable  medical  equipment.  Present  law 
permits  such  payment  only  with  respect  to  rentals  of  such  equipment. 

Section  163.  Furnishing  consultative  service  to  laboratories 

This  would  permit  the  Secretary  to  reimburse  a  State  agency  which 
furnishes  consultative  service  to  independent  laboratories  in  the  same 
way  as  he  is  authorized  to  reimburse  such  an  agency  when  it  furnishes 
such  services  to  other  institutions  or  agencies. 

Section  16 '4-  Limitation  on  reduction  of  90  days  of  inpatient  hospital 
services 

The  present  limitation  which  reduces  the  number  of  compensable 
days  of  inpatient  hospital  services  where  the  individual  is  an  inpatient 
in  a  psychiatric  hospital  or  in  a  tuberculosis  hospital  when  he  becomes 
eligible  for  medicare  benefits  would  be  deleted.  Under  present  law, 
days  spent  in  such  an  institution  immediately  before  becoming  en- 
titled to  medicare  benefits  are  deducted  from  the  days  of  inpatient 
hospital  services  available  to  the  individual.  This  deduction  would 
no  longer  apply  and  once  the  individual  becomes  eligible  for  medicare 
benefits  he  would  be  entitled  to  the  90  days  of  inpatient  hospital 
services  provided  for  by  the  law. 

Section  165.  Medicare  benefits  to  individuals  who  die  in  month  of  attain- 
ment of  the  age  65  - 
Under  the  medicare  law,  benefits  are  paid  for  services  furnished  in 
the  month  in  which  the  individual  attains  age  65.    If,  however,  he 
should  die  before  the  day  on  which  he  attains  that  age  no  benefits  are 
ayable.    This  section  would  correct  that  inequity  and  permit  the 
ecretary  to  pay  the  bill  for  any  service  furnished  during  that  month 
even  though  death  occurred  before  such  day. 

Section  166.  Report  of  board  of  trustees  to  Congress 

This  section  would  extend  the  period  for  furnishing  the  report 
of  the  board  of  trustees  to  the  Congress  to  the  first  of  April  from  the 
first  of  March. 

Section  167.  Redesignation  of  old-age  insurance  benefits 

This  section  would  amend  title  II  of  the  Social  Security  Act  to 
substitute  "retirement"  for  "old-age"  wherever  it  is  used  in  that  title. 
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Title  II — Public  Welfare  Amendments 

PART  I  PUBLIC  ASSISTANCE  AMENDMENTS 

Section  261.  Earnings  exemptions  of  public  assistance  recipients 

This  section  would  make  existing  earnings  exemptions  for  the  aged 
and  the  permanently  and  totally  disabled,  which  are  permissive  with 
States  at  the  present  time,  mandatory  on  July  1,  1969.  (Earnings 
exemptions  for  the  blind  are  already  mandatory.)  It  would  amend 
the  existing  exemption  under  the  aid  to  families^  with  dependent 
children  program  to  permit  an  exemption  of  $50  monthly  earnings 
for  parents  and  for  children  over  18  (subject  to  $150  per  month  family 
maximum)  effective  July  1,  1967.  The  entire  exemption  would  be 
mandatory  July  1,  1969. 

Section  202.  Requirement  for  meeting  full  need 

This  section  would  require,  effective  July  1,  1969,  that  States  shall 
meet  the  full  need  of  eligible  individuals  as  determined  under  the 
State's  standards  (which  shall  be  no  lower  than  those  in  effect  in 
January  1967).  It  further  provides  that  standards  shall  be  reviewed 
annually  and  to  the  extent  required  by  the  Secretary  updated  to  take 
account  of  cost  of  living  increases.  It  is  applicable  to  the  programs 
of  old-age  assistance,  aid  to  families  with  dependent  children,  aid  to 
the  blind,  aid  to  the  permanently  and  totally  disabled,  and  the  com- 
bined adult  program  under  title  XVI. 

Section  208.  Income  in  determining  eligibility 

This  would  require  that,  effective  July  1,  1969,  a  State's  standards 
with  respect  to  income  used  in  determining  eligibility  for  cash  assist- 
ance payments  shall  be  no  less  than  two-thirds  of  those  used  for 
medical  assistance.  This  is  applicable  to  all  of  the  titles  under  which 
money  payments  are  made. 

Section  204.  Federal  assistance  in  meeting  the  costs  of  community 
work  and  training 

This  section  would  modify  the  plan  requirements  for  aid  to  families 
with  dependent  children,  would  authorize  the  Secretary  of  Labor  to 
provide  work  and  training  programs  for  individuals  over  the  age  of 
16  who  are  receiving  aid  to  families  with  dependent  children,  would 
provide  for  programs  to  be  operated  by  the  States  if  the  Secretary  of 
Labor  did  not  operate  a  program  and  found  it  impractical  to  do  so 
throughout  a  State,  would  provide  project  grants  for  persons  in 
need  but  not  meeting  other  State  requirements  for  aid  to  families 
with  dependent  children,  would  provide  for  Federal  participation 
in  the  cost  of  supervision,  training,  and  materials  under  State  pro- 
grams, and  would  provide  for  the  Department  of  Health,  Education, 
and  Welfare  to  transfer  funds  from  its  public  assistance  appropriation 
to  the  Secretary  of  Labor  to  meet  the  costs  of  authorized  programs 
operated  by  him  or  his  delegate. 

Plans  for  aid  to  families  with  dependent  children  would  have  to 
include  provisions  for  referral  for  all  appropriate  individuals  who 
have  attained  age  16  to  programs  existing  in  the  areas  in  which  such 
individuals  live. 

A  training  incentive  of  not  more  than  $20  per  week,  paid  by  the 
Secretary  of  Labor,  would  be  disregarded  in  determining  the  amount 
of  assistance  payable  to  a  family. 
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Section  205.  Federal  share  of  public  assistance  expenditures 

In  the  case  of  individuals  who  are  currently  certified  by  a  physician 
to  require  skilled  nursing  home  care  unless  appropriate  services  are 
provided  in  other  institutions  or  in  their  own  homes,  States  would 
be  given  the  option  to  receive  Federal  participation  in  the  full  cost  of 
such  institutional  care  or  services  at  the  same  rate  as  if  they  were 
provided  under  title  XIX.  This  would  make  it  possible  to  eliminate 
use  of  skilled  nursing  home  care  in  situations  where  other  services 
would  suffice. 

Section  206.  Additional  Federal  payments  to  meet  the  non-Federal 
share  of  cash  expenditures 
The  Secretary  would  be  authorized  to  make  grants  totaling  not 
more  than  $60  million  each  year,  for  the  fiscal  years  ending  June  30, 
1970,  and  June  30,  1971,  to  assist  States  in  meeting  the  costs  of  other 
requirements  imposed  by  these  amendments.  In  making  such  pay- 
ments, the  Secretary  would,  among  other  factors,  consider  the  fiscal 
ability  of  the  State,  its  fiscal  effort  for  welfare  and  related  programs, 
the  effect  of  increases  in  social  security  benefits,  and  the  amount  of 
State  and  local  funds  required  in  order  to  comply  with  the  new 
provisions. 

Section  207.  Temporary  assistance  for  migratory  workers 

The  Secretary  would  be  authorized  to  make  projects  grants  in  the 
amount  appropriated  by  Congress  for  temporary  assistance  to  indi- 
viduals who  are  migratory  workers  and  to  members  of  their  families. 
Such  assistance  could  not  be  given  for  a  period  in  excess  of  60  days 
and  would  be  in  an  amount  consistent  with  what  the  individuals 
would  receive  if  they  were  eligible  under  a  public  assistance  plan  in 
the  State  in  which  they  are  living. 

Section  208.  Amendments  making  permanent  certain  provisions  relating 
to  public  assistance 
The  authorization  to  make  protective  payments  under  the  aid 
to  families  with  dependent  children  program  would  be  made  perma- 
nent. Authorization  to  provide  temporary  assistance  to  U.S.  citizens 
returned  from  other  countries  would  be  made  permanent.  The 
authorization  to  make  payments  of  aid  to  families  with  dependent 
children  in  cases  where  the  parent  is  unemployed  would  be  made 
permanent. . 

PART  2 — MEDICAL  ASSISTANCE  AMENDMENTS 

Section  220.  Limitation  on  Federal  participation  in  medical  assistance 
Federal  participation  in  medical  assistance  payments  would  not  be 
available,  after  December  31,  1967,  in  payments  of  medical  assistance 
to  individuals  and  families  whose  incomes  exceed  by  more  than  50 
percent  the  highest  income  standards  used  by  the  State  in  determining 
eligibility  under  the  cash  assistance  program. 

Section  221 .  Determining  maintenance  of  State  effort 

Several  new  alternatives  would  be  provided  to  States.  The  current 
expenditure  could  be  measured  on  the  basis  of  a  full  fiscal  year  ending 
instead  of  a  calendar  quarter.  Maintenance  of  effort  could  be  deter- 
mined on  the  basis  of  money  payments  alone  instead  of  money  pay- 
ments and  medical  care  as  at  present.  Expenditures  for  child-welfare 
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services  could  be  included  in  the  determination  either  in  conjunction 
with  money  payments  and  medical  assistance  or  with  money  payments 
alone. 

Section  222.  Coordination  of  title  XIX  and  supplementary  medical 
insurance  program 
States  could  enter  into  agreements  to  "buy  in"  for  individuals 
eligible  for  supplementary  medical  insurance  benefits  under  the  medi- 
care program  at  any  time  prior  to  January  1,  1970.  Such  agreements 
could  include  medically  needed  persons  as  well  as  cash  assistance  re- 
cipients. Benefits  under  the  program  could  be  payable  for  the  second 
month  following  the  first  month  in  which  the  individual  is  determined 
to  be  eligible.  Amounts  which  would  be  paid  under  the  program  for 
enrolled  individuals  would  not  be  subject  to  Federal  matching.  Pro- 
vision is  made  as  under  existing  law  for  continuation  of  coverage  under 
the  program  for  persons  no  longer  eligible  under  the  agreements.  If 
the  State  did  not  "buy  in"  for  an  individual  eligible  for  medical  assist- 
ance there  would  be  no  Federal  matching  for  expenditures  for  services 
that  would  have  been  covered  under  the  supplementary  medical  in- 
surance program  under  the  medicare  program  had  the  individual  been 
enrolled  in  such  program. 

Section  228.  Modification  oj  comparability  provision 

Payment  by  a  State  of  the  monthly  premiums  for  supplementary 
medical  insurance  benefits  would  be  made  an  exception  to  the  require- 
ments of  comparability  under  title  XIX  and  would  not  require  the 
making  available  of  comparable  services  to  other  recipients. 

Section  224 •  Extent  of  Federal  financial  participation  in  certain  admin- 
istrative expenses 

Federal  participation  in  the  compensation  and  training  of  skilled 
professional  medical  personnel  and  supporting  staff  engaged  in  the 
administration  of  a  State  plan  under  title  XIX  would  be  at  a  75-percent 
rate  without  regard  to  whether  such  personnel  are  employees  of  the 
single  State  agency  responsible  for  the  administration  of  title  XIX  or 
of  some  other  public  agency  participating  in  the  administration  of 
the  title  XIX  plan. 

Section  225.  Advisory  council 

An  advisory  council  of  21  members  to  advise  the  Secretary  on 
matters  of  general  policy  and  on  the  administration  of  medical  assist- 
ance would  be  created.  Such  members,  who  would  hold  office  for 
a  term  of  4  years  on  a  rotating  basis,  would  include  representatives 
of  groups  concerned  with  health  and  consumers  of  health  services. 
A  majority  of  the  membership  of  the  council  would  consist  of  repre- 
sentatives of  consumers. 

/  m 

Section  226.  Free  choice  by  individual  eligible  for  medical  assistance 

An  individual  eligible  for  medical  assistance  would  be  free  to  choose 
any  institution,  agency,  or  person  (including  a  prepayment  plan) 
qualified  to  perform  the  services  required  and  who  undertakes  to 
provide  such  services  to  him. 
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Section  235.  Federal  share  of  the  compensation  and  training  of  personnel 
Federal  participation  at  the  rate  of  75  percent  would  be  available 
in  the  cost  of  child -welfare  services  personnel  and  training  to  the 
extent  that  the  non-Federal  portion  of  such  cost  exceeds  the  amount 
expended  from  non-Federal  funds  for  such  purposes  in  the  fiscal  year 
ending  June  30,  1967.  The  provision  would  not  result  in  any  State 
receiving  a  general  grant-in-aid  allotment  lower  than  it  would  have 
received  under  existing  law. 

Section  236.  Authorization  for  appropriations 

The  existing  authorization  ceilings  for  fiscal  years  ending  after 
June  30,  1968,  would  be  removed  so  that  the  authorization  for  sub- 
sequent years  would  be  for  such  sums  as  Congress  may  determine. 

Section  237.  Projects  for  experimental  and  special  types  of  child^welfare 
services 

Section  527  of  the  Social  Security  Act  authorizing  research,  demon- 
stration, and  training  projects  would  be  expanded  to  authorize 
projects  for  the  demonstration  and  the  utilization  of  research.  Its 
objective  is  to  encourage  experimental  and  special  types  of  child- 
welfare  services.  Authority  for  contracts  and  jointly  financed 
cooperative  arrangements  would  be  included  in  the  section. 

PART  4 — MISCELLANEOUS  AND  TECHNICAL  AMENDMENTS 

Section  245.  Permanent  authority  to  support  demonstration  projects 

The  existing  authorization  of  $2  million  to  support  State  agency 
projects  of  a  pilot  demonstration  or  experimental  character  would 
be  increased  to  $10  million  for  the  fiscal  year  ending  June  30,  1968 
and  $25  million  for  each  fiscal  year  thereafter. 

Section  2Jfi.  Permitting  partial  payments  to  States 

Authorization  for  the  Secretary  to  withhold  payments  in  cases 
where  a  State  plan  is  out  of  conformity  for  only  those  parts  of  the  plan 
that  are  affected  would  be  extended  to  titles  I,  IV,  X,  and  XIV.  Such 
authorization  now  exists  under  titles  XVI  and  XIX. 

Section  247.  Contracts  for  cooperative  research  or  demonstration  projects 
Section  1110  authorizing  grants  and  contracts  for  such  projects 
would  be  amended  in  the  case  of  contracts  to  eliminate  the  requirement 
that  they  be  with  nonprofit  organizations. 

Title  III — Improvement  of  Child  Health 

Section  301.  Early  case  finding  and  treatment  of  handicapping  con- 
ditions  of  children 
This  would  increase  authorization  for  crippled  children's  services 
(pt.  2  of  title  V  of  Social  Security  Act)  as  follows: 


Existing 

Proposed 

Fiscal  year  1968     

$55, 000,000 
55, 000,000 
60,000,000 

§65,000,000, 

Such  sums  as  necessary. 
Do. 

Fiscal  year  1969   T  

Fiscal  year  1970  et  seq    

11 


94 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


It  would  require,  effective  July  1,  1967,  under  crippled  children's 
services  program,  provision  for  early  identification  (through  periodic 
screening  and  diagnosis)  of  need  for  care  and  services,  and  provision 
of  care  and  treatment  of  defects  and  chronic  conditions.  It  would 
also  require,  effective  July  1,  1969,  under  medical  assistance  (title 
XIX  of  Social  Security  Act),  early  and  periodic  screening,  and  such 
treatment  and  care  for  defects  and  chronic  conditions  of  children  as 
is  prescribed  in  regulations,  and  arrangements  with  agencies,  institu- 
tions, and  organizations  receiving  grants  under  part  1,  2,  or  4  of  title 
V  of  the  Social  Security  Act  for  utilizing  (and  paying)  them  for  these 
services.  Also  these  agencies,  institutions,  and  organizations  would 
be  required  to  cooperate  in  providing  these  services  to  the  extent 
prescribed  by  the  Secretary. 

Section  S02.  Dental  health  of  children 

This  section  would  authorize  $5  million  for  fiscal  1968,  and  necessary 
sums  for  next  4  years  to  pay  up  to  75  percent  of  cost  of  special  projects 
of  any  public  or  nonprofit  agency,  institution,  or  organization  for 
dental  health  of  school  and  preschool  children,  particularly  in  areas 
with  concentrations  of  low  income.  Projects  would  have  to  provide 
at  least  those  services* which  are  prescribed  by  regulations  and  would 
have  to  limit  care  to  those  who  would  not  otherwise  receive  it. 
Contributions  of  goods  and  services  could  count  toward  the  non- 
Federal  share  of  the  cost  of  projects. 

Section  SOS.  Special  maternity  and  infant  care  projects 
This  would  increase  authorization  as  follows: 


Existing 

Proposed 

Fiscal  year  1968     .  .  

$30,000,000 
0 

$35,000,000. 

Such  sums  as  necessary. 

Fiscal  years  1969-72  

It  would  make  any  public  or  private  nonprofit  group  eligible  for 
grants  and  would  add  to  eligible  projects  those  in  which  the  hazard 
is  to  the  health  of  the  infant  (whether  or  not  the  mother  was  involved) . 
It  would  also  add  reduction  of  maternal  mortality  as  one  of  the  pur- 
poses of  this  program.  The  provision  would  permit  the  counting  of 
contributions  of  goods  and  services  toward  the  non-Federal  share  of 
the  cost  of  projects. 

Section  S04.  Revision  of  maternal  and  child-health  authorization 

This  section  would  revise  maternal  and  child  health  services 
authorization  as  follows:  .. 


Existing 

Proposed 

Fiscal  year  1969  _1    

$55,000,000 
60,000,000 

Such  sums  as  necessary. 
Do. 

Fiscal  year  1970  et  seq    

It  would  provide  for  reduction  of  total  of  Federal  payments  to 
State  for  such  services  to  the  extent  State  and  local  funds  for  these 
services  are  reduced  over  fiscal  1967  State  and  local  funds. 
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Section  SOS.  Training 

It  would  increase  authorization  as  follows : 


Existing 

Proposed 

Fiscal  year  196, 
Fiscal  year  196 

3   

$10,000,000 
17,000,000 

$13,000,000. 

Such  sums  as  necessary. 

3  et  seq    

It  would  expand  the  purpose  from  training  of  professional  personnel 
for  health  and  related  care  of  crippled  children  to  training  of  personnel 
for  health  care  and  related  services  for  mothers  and  children. 

Section  306.  Research 

This  section  would  increase  the  maximum  on  authorization  for 
research  as  follows : 


Existing 

Proposed 

Fiscal  year  19 
Fiscal  year  19 

68   

$8,000,000 
8,000,000 

$18,000,000. 

No  statutory  limit. 

69  et  seq    

It  would  provide  special  emphasis  on  comprehensive  care  projects  . 
to  study  use  of  health  personnel  with  varying  levels  of  training  and 
on  studying  methods  of  training  personnel  for  such  projects  and 
permit  funds  to  be  used  also  for  training  personnel  for  use  in  such 
projects. 

Section  807.  Program  evaluation 

This  section  would  reserve  up  to  one-half  of  1  percent  of  each 
appropriation  for  grants  under  title  V  of  Social  Security  Act  for  pro- 
gram evaluation  by  the  Secretary,  directly  or  through  grants  or 
contracts. 

Section  308.  Conforming  amendment 

This  specifically  permits  counting  of  contributions  of  goods  and 
services  toward  non-Federal  share  of  cost  of  comprehensive  health 
care  projects  for  school  and  preschool  children. 

Title  IV — General  Provisions 

Section  Jfil .  Social  work  manpower  and  training 

The  Secretary  would  be  authorized  to  make  grants  to  public  or  non- 
profit private  colleges  and  universities  and  to  accredited  graduate 
schools  of  social  work  or  associations  of  such  schools  to  meet  part  of  the 
cost  of  development,  expansion  or  improvement  of  graduate  and  under- 
graduate programs  in  the  field  of  social  work;  $5  million  would  be 
authorized  for  the  fiscal  year  ending  June  30,  1968  and  such  amounts  as 
Congress  may  determine  for  each  fiscal  year  thereafter. 

Section  Ifi2.  Meaning  of  Secretary 

For  purposes  of  these  amendments  the  term  "Secretary"  refers  to 
the  Secretary  of  Health,  Education,  and  Welfare. 
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Title  V. — Tax  Treatment  op  the  Aged 

Section  501 .  Repeal  of  retirement  income  credit 

Section  37  of  the  Internal  Revenue  Code  which  provides  for  a 
retirement  income  credit  would  be  repealed. 

Section  502.  Definition  of  adjusted  gross  and  taxable  income 

This  section  would  make  various  technical  amendments  to  sections 
62,  63,  170,  and  213  of  the  Internal  Revenue  Code  to  properly  inte- 
grate the  special  exemption  provided  by  section  504  of  the  bill  and 
the  retirement  income  deduction  provided  by  section  505  of  the  bill 
into  various  provisions  of  the  code  concerned  with  gross  income  and 
adjusted  gross  income. 

Section  508.  Inclusion  of  certain  sdcial  security  and  railroad  retire- 
ment benefits  in  income 
This  section  would  add  a  new  section  82  to  the  Internal  Revenue 
Code  providing  for  the  inclusion  in  gross  income  of  all  social  security 
and  railroad  retirement  benefits  that  are  paid  as  retirement  insurance 
benefits.  It  would  make  it  clear  that  special  rules  for  employees 
death  benefits  provided  by  section  101  of  the  Internal  Revenue  Code 
are  inapplicable  to  the  retirement  benefits  included  in  income  pur- 
suant to  the  new  section  82. 

Section  50^.  Special  exemption  for  individuals  aged  65  or  more;  repeal 
of  additional  exemption;  increase  in  permissible  gross  income  level 
of  aged  dependents 
This  section  would  repeal  the  extra  $600  exemption  for  persons 
aged  65  or  over.    Under  existing  law  a  person  age  65  or  over  may 
not  be  claimed  as  a  dependent  of  another  taxpayer  if  the  aged  person's 
gross  income  exceeds  $600.    This  section  would  increase  this  limitation 
to  $1,200. 

It  would  also  add  a  new  section  154  to  the  Internal  Revenue  Code 
providing  the  basic  tax  benefit  applicable  to  all  taxpayers  age  65  or 
over.  It  would  allow  a  special  exemption  of  $2,300  to  single  taxpayers 
age  65  or  over  and  married  couples  with  one  spouse  age  65  or  over  and 
a  special  exemption  of  $4,000  to  a  married  couple  where  both  are  age 
65  or  over.  Pursuant  to  new  section  154  these  special  exemptions 
are  reduced  dollar  for  dollar  for  income  (including  social  security  and 
railroad  retirement  benefits)  received  during  the  taxable  year  in  excess 
of  $5,600  in  the  case  of  a  single  individual  and  $11,200  in  the  case  of 
a  married  couple.  To  reflect  the  retiree's  contributions  to  social 
security  and  railroad  retirement  these  special  exemptions  would  in  no 
case  be  reduced  below  an  amount  equal  to  one-third  of  the  amount  of 
such  benefits  included  in  income. 

Section  505.  Retirement  income  deduction 

A  new  section  218  of  the  Internal  Revenue  Code  would  be  added 
to  provide  a  retirement  income  deduction  for  persons  under  age  65  who 
receive  social  security  or  railroad  retirement  benefits  that  are  paid 
as  retirement  insurance  benefits  and  for  persons  under  age  65  re- 
ceiving retirement  benefits  under  a  public  retirement  system.  The 
deduction  would  be  limited  to  the  lesser  of  (1)  the  actual  amount  of 
such  benefits  or  (2)  $1,600.  In  turn  the  $1,600  limitation  would  be 
reduced  dollar  for  dollar  to  the  extent  that  income  received  exceeds 


14 


SOCIAL  SECURITY  AMENDMENTS  OF   19G7  97 

$5,600  in  the  case  of  a  single  individua.  or  $11,200  in  the  case  of  a 
married  couple;  but  never  below  one-third  of  any  social  security  or 
railroad  retirement  benefits  included  in  income. 

Section  506.  Miscellaneous  amendments 

This  section  would  make  miscellaneous  technical  amendments 
to  sections  4  and  144  of  the  Internal  Revenue  Code  and  would  also 
amend  section  12  of  the  Railroad  Retirement  Act  of  1937  to  eliminate 
the  exemption  of  railroad  retirement  benefits  from  tax. 

Section  507.  Effective  dates 

The  amendments  made  by  this  title  of  the  bill  would  be  applicable 
to  taxable  years  beginning  after  December  31,  1967. 
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EXPLANATION  OF  PROVISIONS' OF  H.R.  5710  1 

1.  Summary  of  Major  Proposals 

The  President  has  recommended  improvements  in  the  social  secu- 
rity program  that  would  result,  in  calendar  year  1968,  when  all  of  the 
proposals  will  have  gone  into  effect,  in  an  overall  20-percent  increase 
in  benefit  payments. 

The  increase,  in  terms  of  additional  cash  payments,  would  be  the 
largest  increase  in  benefit  payments  ever  enacted;  it  would  result  in 
additional  cash  benefit  payments  of  $4.5  billion  in  calendar  year  1968.2 

The  level  of  living  of  the  23  million  people  who  are  now  getting 
social  security  benefits  would  be  greatly  improved,  and  1.4  million 
aged  people  among  them  would  be  moved  out  of  poverty.  In  addi- 
tion, the  protection  of  current  workers  and  their  families — about  86 
million  will  work  under  social  security  in  1967 — would  be  very  sig- 
nificantly improved. 

Following  is  a  list  of  the  major  proposals  that  the  President  has 
recommended : 

(1)  A  benefit  increase  amounting  to  at  least  15  percent  for  all  bene- 
ficiaries now  on  the  rolls,  with  a  minimum  benefit  of  $70. 

This  provision  would  result  in  additional  payments  of  $3.9  billion 
in  the  first  12  months  of  operation. 

(2)  A  special  minimum  benefit  of  $100  for  workers  with  at  least  25 
years  of  coverage  under  social  security;  the  special  minimum  would 
be  equal  to  $4  multiplied  by  the  number  of  years  of  coverage  up  to  25. 

About  100,000  people  would  benefit  under  this  provision.  About  $7 
million  in  additional  benefits  would  be  paid  in  the  first  12  months  of 
operation. 

(3)  An  increase  from  $1,500  to  $1,680  in  the  amount  of  annual 
earnings  a  beneficiary  under  age  72  can  have  without  having  any 
benefits  withheld,  and  an  increase  from  $125  to  $140  in  the  amount 
of  monthly  earnings  a  person  can  have  and  still  get  a  benefit  for  the 
month.  Under  the  proposal,  as  under  present  law,  $1  in  benefits  would 
be  withheld  for  each  $2  of  the  first  $1,200  of  earnings  above  the  annual 
exempt  amount,  and  $1  in  benefits  would  be  withheld  for  each  $1  in 
earnings  thereafter. 

About  750,000  people  would  get  additional  benefits  under  the 

Ero vision.  An  estimated  $185  million  would  be  paid  out  in  additional 
enefits  in  the  first  full  year  of  operation. 

(4)  Monthly  cash  benefits  for  the  disabled  widow  of  an  insured 
worker  where  the  widow  becomes  disabled  within  7  years  of  the 
worker's  death  or  within  7  years  after  termination  of  her  entitlement 
to  benefits  as  a  mother. 

1  This  material  has  been  prepared  and  furnished  by  the  Department  of  Health,  Education,  and  Welfare  . 

2  The  several  proposals  would  go  into  effect  at  different  dates.  Therefore,  the  figures  shown  below  for 
additional  payments  under  each  proposal  in  the  first  12  months  of  operation  do  not  add  up  to  the  total  for 
calendar  1968.  Attached  is  a  table  showing  additional  payments  under  each  cash  benefit  proposal  fo  r 
calendar  1968. 

16 


SOCIAL  SECURITY  AMENDMENTS  OF    19  67 


99 


About  70,000  widows  would  benefit  immediately  and  about  $75 
million  in  additional  benefits  would  be  paid  out  in  the  first  12  months  of 
operation. 

(5)  Health  insurance  benefits  for  disabled  beneficiaries — disabled 
workers,  disabled  adults  getting  benefits  on  the  basis  of  disabilities 
that  have  continued  since  childhood,  and  disabled  widows  under 
age  65. 

An  estimated  additional  1.5  million  social  security  beneficiaries — 
1.2  million  disabled  workers,  200,000  people  getting  disabled  child's 
benefits,  100,000  disabled  widows  under  65 — would  be  eligible  for 
health  insurance  benefits.  Benefit  payments  under  this  proposal  in 
the  first  year  are  expected  to  be  $225  million  under  the  hospital 
insurance  program  and  $100  million  under  the  medical  insurance 
program.  (Similar  protection  would  be  provided  for  qualified  dis- 
abled railroad  retirement  annuitants.) 

(6)  Social  security  credit,  through  transfers  of  credit,  for  Federal 
employment  of  workers  whose  Federal  service  is  subject  to  the  civil 
service  or  the  foreign  service  retirement  system  if  benefits  are  not 
payable  to  the  workers  or  their  families  under  such  system  at  the  time 
they  retire,  become  disabled  or  die. 

This  change  would  protect  employees  who  leave  Federal  service  or 
who  die  or  become  disabled  during  the  first  5  years  of  service. 

(7)  A  change  in  the  present  coverage  requirements  for  agricultural 
workers  which  would  provide  coverage  for  the  farmworker  if  he  was 
paid  at  least  $50  (instead  of  the  present  requirement  of  $150)  in  a 
year  for  farm  work  by  an  employer  or  worked  at  least  10  days  (instead 
of  the  present  requirement  of  20  days)  in  a  year  for  that  employer. 

This  proposal  would  improve  the  social  security  coverage  of  500,000 
agricultural  workers,  including  migratory  workers,  who  in  many 
instances  do  not  meet  the  coverage  requirements  in  present  law. 

(8)  A  new  part  C  would  be  created  in  title  XVIII  of  the  Social 
Security  Act.  Under  this  part  all  hospital  outpatient  services  would 
be  covered,  subject  to  the  $50  annual  deductible  and  80  percent 
coinsurance  offered  under  part  B.  Also,  inpatient  diagnostic  X-ray 
and  laboratory  services  provided  by  physicians  would  be  covered 
under  this  part  without  being  subject  to  any  deductible.  Only 
part  B  enrollees  would  be  covered  for  the  outpatient  services;  all 
part  A  participants  would  be  covered  for  the  physician's  inpatient 
X-ray  and  laboratory  services  of  part  C. 

(9)  Provision  would  be  made  to  require  the  funding  of  depreciation 
payments  made  under  medicare;  and  reimbursement  for  reasonable 
costs  under  medicare  would  be  coordinated  with  the  health  planning 
activities  of  the  States. 

(10)  No  physician  certification  of  medical  necessity  would  be 
required  for  short  stays  in  general  hospitals;  thus  unnecessary  paper- 
work would  be  eliminated. 

(11)  Medicare  payments  would  be  made  to  Federal  facilities  to 
which  medicare  beneficiaries  are  admitted. 

(12)  Coverage  of  podiatrists'  services  under  the  supplementary 
medical  insurance  program  where  the  services  are  of  the  type  now 
covered  if  performed  by  a  physician. 

(13)  An  increase  from  $35  to  $50  (from  $52.50  to  $75  for  a  couple) 
in  the  special  payments  that  were  provided  under  the  1965  amend- 
ments and  the  Tax  Adjustment  Act  of  1966  for  certain  people  age  72 
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and  over  who  cannot  meet  the  regular  work  requirements  of  the 
program. 

The  increase  in  these  payments  would  amount  to  about  $240  mil- 
lion in  additional  benefit  payments  during  the  first  12  months  of 
operation.  Of  this  amount,  $215  million  would  be  met  from  general 
revenues.  (The  old-age  and  survivors  insurance  trust  fund  pays  for 
the  cost  of  benefits  only  for  those  who  have  worked  for  more  than 
half  a  year  under  the  program.)  About  1.2  million  people  would 
qualify  for  some  payments  or  higher  payments  as  a  result  of  this 
proposal. 

(14)  A  number  of  technical  amendments  that  are  designed  to  facil- 
itate administration,  close  minor  gaps  in  protection,  and  rectify  minor 
anomalies  in  present  law. 

(15)  An  increase  in  the  contribution  and  benefit  base  to  $10,800, 
to  be  reached  in  three  steps— $7,800  in  1968,  $9,000  in  1971,  and 
$10,800  in  1974. 

(16)  Increases  in  the  contribution  rates  for  the  cash  benefits  part 
of  the  program.  The  change  scheduled  in  the  employer- employee 
rate  for  1969  under  present  law  (from  3.9  percent  each  to  4.4  per- 
cent each)  would  be  raised  by  0.1  percent,  to  4.5  percent  each.  The 
change  scheduled  under  present  law  for  1973  and  thereafter  (to  4.85 
percent  each)  would  be  raised  by  0.15  percent  each,  to  5.0  percent  each. 

For  the  self-employed,  the  increase  scheduled  under  present  law 
for  1969  (from  the  present  5.9  to  6.6  percent)  would  be  raised  by  0.2 
percent  and  thus  would  come  to  6.8  percent.  This  rate  would 
remain  in  effect  until  1973,  at  which  time  the  increase  to  7.0  percent 
scheduled  under  present  law  would  go  into  effect. 

At  the  present  time,  the  social  security  program  has  a  significantly 
favorable  actuarial  balance;  that  is,  it  is  expected  that  over  the  long- 
range  future  the  income  to  the  program  will  considerably  exceed  the 
costs  of  the  program.  The  benefit  improvements  recommended  by 
the  President  will  cost  about  lj^  percent  of  covered  payroll.  It  is 
possible  to  meet  about  half  of  the  cost  of  the  recommended  benefit 
improvements  from  the  present  favorable  balance.  The  remainder 
of  the  cost  of  the  proposed  changes  would  be  met  through  the  increase 
in  the  contribution  rates  for  the  cash  benefits  part  of  the  program 
and  in  the  maximum  amount  of  annual  earnings  subject  to  the  tax 
and  used  in  computing  benefits. 

The  rate  increase  averaged  over  the  long  run  would  be  equivalent  to 
one-fourth  of  1  percent  of  payroll;  the  earnings  base  increase  is  equiv- 
alent to  one-half  of  1  percent  of  payroll.  These  two  financing  recom- 
mendations would  yield  income  equal  to  three-fourths  of  1  percent  of 
payroll,  which,  when  combined  with  the  actuarial  balance  of  the  pres- 
ent system,  would  fully  meet  the  cost  of  the  recommendations. 

Hospital  insurance  protection  for  the  disabled  could  be  made 
available  without  any  increase  in  the  hospital  insurance  contribution 
rate  becuase  of  the  additional  income  that  would  result  from  the 
increased  contribution  and  benefit  base.  Supplementary  medical 
insurance  protection  would  also  be  made  available  on  the  same  basis 
as  it  is  for  the  aged — that  is,  on  a  voluntary  basis — with  the  bene- 
ficiary paying  a  monthly  premium  of  $3  and  the  Federal  Government 
paying  a  matching  amount. 
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Monthly  social  security  cash  benefits  and  contributions  under  present  law  and 

under  proposal 


CONTRIBUTIONS 


For  average  monthly  earnings  of  $550  and  below- 


$150 

$250 

$350 

$450 

$550 

Pres- 
ent 
law 

Pro- 
posal 

Pres- 
ent 
law 

Pro- 
posal 

Pres- 
ent 
law 

Pro- 
posal 

Pres- 
ent 
law 

Pro- 
posal 

Pres- 
ent 
law 

Pro- 
posal 

1967-68.   

1969-72    

1973  and  after  

$5.85 
6.60 
7.28 

$5. 85 

6.  75 

7.  50 

$9.75 
11.00 
12.13 

$9.  75 
11.25 
12.50 

$13.65 
15.40 
16.98 

$13.65 
15.  75 
17.50 

$17.  55 
19.80 
21.83 

$17.55 
20.25 
22.50 

$21. 45 
24.20 
26.68 

$21.  45 
24.  75 
27.  50 

BENEFITS 

Worker  age  65  or  disabled 
worker   

Couple  age  65  or  disabled 
worker  and  wife  

78.20 
117.30 

90.00 
135.00 

101.  70 
152.60 

117.00 
175.50 

124.20 
186.  30 

142. 90, 
214.  40 

146.00 
219.  00 

167.  90 
251.90 

168.00 
252.  00 

193.  20 
283.  20 

Monthly  social  security  cash  benefits  and  contributions  under  present  law  and  under 
proposal — For  average  monthly  earnings  of  $550  or  above 


CONTRIBUTIONS 


Present 

Proposal 

law 

$550 

$550 

$650 

$750 

$900 

1967  

$21. 45 

$21.45 

0) 

(2) 

(3) 

1968  

21.45 

21.45 

$25.35 

(2) 

(3) 

1969-70    

24. 20 

24. 75 

29.95 

(2) 

(3) 

1971-72   

24. 20 

24.  75 

29.95 

$33.  75 

(3) 

1973    

26.68 

27.  50 

32.  50 

37.  50 

(3) 

1974  and  after   .   

26.68 

27.  50 

32.  50 

37.  50 

$45.00 

BENEFITS 

Worker  age  65  or  disabled  worker  

168.00 

193. 20 

221.00 

248.00 

288.00 

Couple  age  65  or  disabled  worker  and  wife- 

252.00 

283.  20 

311.00 

338.00 

378.00 

1  No  earnings  above  $6,600  ($550)  counted  for  contributions  or  benefits. 

2  No  earnings  above  $7,800  ($650)  counted  for  contributions  or  benefits. 

3  No  earnings  above  $9,000  ($750)  counted  for  contributions  or  benefits. 


2.  Cash  Benefit  Payments  in  Calendar  Year  1968  Under 
Various  Provisions  Included  in  the  Administration's 
Recommendations 

Payments 

Provision  [in  millions] 

15  percent  general  benefit  increase,  with  a  $70  minimum  benefit  $4,  001 

Special  minimum  of  $100  for  workers  with  at  least  25  years  of  coverage.  _  8 
Liberalization  of  the  retirement  test — annual  $1,680  exempt  amount  and 

other  changes   140 

Cash  benefits  for  disabled  widows   71 

Increase  to  $50  ($75  for  a  couple)  in  special  payments  to  certain  people 

age  72  and  over   225 

Benefits  for  children  on  the  earnings  records  of  retired,  disabled,  or  de- 
ceased workers  (other  than  their  parents)  who  had  supported  them   11 

Benefits  for  parents  of  retired  or  disabled  workers   15 

Total  .   4,471 
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3.  A  General  Benefit  Increase  for  Current  and  Future 

Beneficiaries 

Present  law 

Monthly  benefits  range  from  $44  to  $142  for  retired  workers  now 
on  the  rolls  who  began  to  draw  benefits  at  age  65  or  later.  The 
maximum  benefit  ultimately  payable  under  present  law  is  $168,  on 
the  basis  of  average  monthly  earnings  of  $550.  This  amount  is  not 
payable  to  any  person  now  on  the  rolls;  the  highest  possible  average 
monthly  earnings  for  a  retired  beneficiary  in  1967  is  $430,  since  he 
could  have  had  creditable  earnings  of  $6,600  in  only  1  year — 1966— 
and  earnings  must  be  averaged  over  at  least  5  years  in  retirement 
cases  if  a  $6,600  year  is  to  be  used. 

Proposal 

Benefits  would  be  increased  across  the  board  by  at  least  15  percent, 
with  a  minimum  benefit  of  $70.  The  ultimate  monthly  benefit  for  a 
retired  worker  alone  would  be  increased  from  $168  to  $288.  The 
wife's  benefit  would  be  50  percent  of  the  worker's  benefit  up  to  $90. 

Effect  on  current  beneficiaries 

Monthly  benefits  would  range  from  $70  to  $163.30  for  retired 
workers  now  on  the  rolls  who  began  to  draw  benefits  at  age  65  or 
later.  (When  all  of  the  proposals  have  gone  into  effect,  in  1968, 
benefit  expenditures  will  have  increased  by  20  percent.) 

Under  the  proposal,  a  worker  getting  a  benefit  equal  to  the  average 
monthly  social  security  benefit  now  paid  to  all  retired  workers — $84  a 
month — would  get  a  benefit  of  $96.60,  an  increase  of  $12.60.  A  couple 
getting  a  benefit  equal  to  the  average  benefit  now  paid  to  all  aged 
couples — $142  a  month — would  get  a  benefit  of  $163.30,  an  increase  of 
$21.30. 

The  $90  limitation  on  the  whVs  benefit  would  not  apply  to  anyone 
now  on  the  rolls.  In  fact,  no  one  can  get  a  wife's  benefit  as  high  as  $90 
under  present  law,  either  now  or  in  the  future. 

The  increase  would  be  effective  with  benefits  for  June  1967.  About 
$3.9  billion  will  be  paid  out  in  additional  benefits  in  the  first  12  months 
of  operation. 

Effect  on  current  workers  (future  beneficiaries) 

Current  workers  will  of  couse  pay  increased  contributions  under  the 
President's  recommendations.  In  return  they  will  get  substantially 
improved  protection. 

A  worker  aged  50  in  1967  with  annual  earnings  of  $6,600,  for  ex- 
ample, would  get  a  monthly  retirement  benefit  at  age  65  of  $177.10 
under  the  President's  proposals,  an  increase  of  $23.10  a  month  over 
the  amount  he  would  get  under  present  law.  If  he  is  married,  he 
and  his  wife  would  get  monthly  benefits  at  age  65  of  $265.70 — $34.70 
a  month  more  than  would  be  payable  under  present  law.  If  he  died 
in  1975,  his  widow  and  child  would  receive  a  benefit  of  $257.20 — 
$33.60  more  than  is  provided  now.  And  his  widow  at  age  62  would 
get  a  monthly  benefit  of  $141.50 — $18.50  a  month  more  than  under 
present  law.  On  the  other  hand,  his  monthly  social  security  contri- 
butions would  be  $24.75 — 55  cents  more  than  under  present  law — in 
the  years  1969  through  1972,  and  $27.50—82  cents  more  than  under 
present  law — in  1973  and  thereafter. 

To  take  another  example:  A  worker  aged  35  or  less  in  1967  with 
annual  earnings  of  $4,800  would  get  a  retirement  benefit  at  age  65— 
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or,  if  he  becomes  disabled,  a  disability  benefit — of  $156.30  under  the 
proposal,  as  compared  with  $135.90  under  present  law.  If  he  were 
married,  he  and  his  wife  would  get  benefits  of  $234.50,  as  compared 
with  $203.90  under  present  law.  If  the  worker  died  in,  say,  1975,  at 
age  43,  and  left  a  widow  and  young  child,  his  survivors  would  get 
benefits  totaling  $234.60  a  month,  as  compared  with  benefits  of  $204 
under  present  law.  He  would  ultimately  pay  60  cents  more  a  month 
in  social  security  contributions  than  he  would  under  present  law. 

Both  of  these  are  examples  of  people  earning  at  or  below  the  present 
contribution  and  benefit  base — the  maximum  amount  of  earnings  tax- 
able and  creditable  toward  benefits  under  the  program.  These  people 
will  get  an  increase  of  15  percent  over  present  law.  Workers  whose 
earnings  are  above  the  present  base  will  get  a  still  larger  benefit  in- 
crease.   And,  of  course,  they  will  pay  more  in  contributions. 

For  example,  a  worker  aged  35  in  1967  with  annual  earnings  of 
$7,800  would  get  a  monthly  retirement  benefit  at  age  65  of  $206,  an 
increase  of  $44  a  month  over  the  amount  he  would  get  under  present 
law.  If  this  worker  died  in  1975,  his  widow  and  child  would  receive 
a  benefit  of  $281.40 — $50.40  more  than  is  provided  now.  And  his 
widow  at  age  62  would  get  a  monthly  benefit  of  $154.70 — $27.60  a 
month  more  than  under  present  law.  On  the  other  hand,  the  maxi- 
mum monthly  social  security  contributions  would  be  $32.50 — $5.82  a 
month  more  than  under  present  law. 

A  worker  age  50  in  1967  with  annual  earnings  of  $10,800  would  get  a 
retirement  benefit  at  age  65  of  $215  under  the  proposal,  as  compared 
with  $154  under  present  law.  If  he  were  married,  he  and  his  wife 
would  get  benefits  of  $3Q5,  as  compared  with  $231  under  present  law. 
If  the  worker  died  in  1975  and  left  a  widow  age  62  or  older,  she  would 
get  a  benefit  of  $154.70  a  month,  as  compared  with  a  benefit  of  $123 
under  present  law.  He  would  pay  monthly  additional  social  security 
contributions  of  $3.90  in  1968,  $5.05  in  1969  and  1970,  $9.55  in  1971 
and  1972,  $10.82  in  1973  and  $18.32  in  1974  and  thereafter. 

4.  Special  Minimum  Benefit 

Present  law 

No  provision  for  a  special  minimum  for  long-service  workers. 
Proposal 

Under  the  President's  proposals  the  minimum  social  security  bene- 
fit applicable  to  everyone,  now  $44,  would  be  increased  to  $70.  In 
addition,  a  special  minimum  benefit  will  be  payable  to  people  who 
have  worked  for  many  years  in  jobs  covered  by  social  security.  The 
special  minimum  would  be  equal  to  $4  multiplied  by  the  number  of 
years  of  coverage  up  to  25,  so  that  it  would  be  $100  for  a  person  with 
25  or  more  years  of  coverage. 

Background 

The  special  minimum  would  recognize  the  problem  of  those  who 
have  worked  imder  the  program  for  many  years  at  very  low  wages. 
At  the  same  time,  the  proposal  would  not  require  paying  as  much  as 
$100  in  benefits  to  people  who  were  attached  to  covered  employment 
only  occasionally  or  for  short  periods  and  who  were  not  dependent 
for  a  living  on  their  earnings  in  such  employment. 
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Effect  oj  the  proposal 

Every  insured  worker  retiring  at  or  after  age  65  would  be  paid  at 
least  $70,  regardless  of  how  long  he  worked  under  the  program.  But 
anyone  with  18  or  more  years  of  coverage  would  get  a  benefit  larger 
than  the  regular  $70  minimum.  A  person  with  18  years  of  coverage, 
for  example,  would  get  at  least  $72;  a  person  with  20  years  of  coverage, 
$80;  one  with  25  or  more  years  of  coverage,  $100.  (In  any  case  where 
the  benefit  figured  under  the  regular  provisions  of  the  law  is  higher, 
the  higher  amount  would,  of  course,  be  paid.) 

Some  100,000  people  would  get  an  additional  $7  million  in  benefits 
during  the  first  12  months  of  operation  under  this  provision. 

5.  Liberalization  of  the  Retirement  Test 

Present  law 

Social  security  benefits  are  payable  in  full  if  a  person's  earnings  do 
not  exceed  $1,500  in  a  year.  If  earnings  exceed  $1,500,  $1  in  annual 
benefits  is  withheld  for  each  $2  of  earnings  between  $1,500  and  $2,700 
and  for  each  $1  of  earnings  over  $2,700.  Regardless  of  a  person's 
annual  earnings,  benefits  are  payable  in  full  for  any  month  in  which  he 
neither  earns  more  than  $125  in  wages  nor  renders  substantial  services 
as  a  self-employed  person. 

Proposal 

The  $1,500  exempt  amount  would  be  raised  to  $1,680,  the  monthly 
earnings  limit  would  be  raised  to  $140,  and  the  top  of  the  $l-for-$2 
range  would  be  raised  to  $2,880. 


Comparison  of  present  law  and  proposal 


Present  law 

Proposal 

Annual  exempt  amount     

$1,500  

$1,680. 
$140. 

$1,680  to  $2,880. 
Above  $2,880. 

Monthly  earnings  limit    

$125  

$l-for-$2  adjustment  

$1,500  to  $2,700  

$l-for-$l  adjustment    - 

Above  $2,700  

Background 

A  basic  purpose  of  the  social  security  program  is  to  help  prevent 
dependency  by  providing  cash  benefits  to  a  worker  and  his  family  when 
their  usual  income  from  work  is  cut  off  or  reduced  because  of  the 
worker's  disability,  retirement,  or  death.  The  idea  is  that  since 
most  families  are  largely  dependent  on  earnings  from  work,  payments 
that  partially  replace  lost  earnings  are  needed  to  prevent  insecurity 
and  dependency.  The  retirement  test  is  the  device  used  to  determine 
whether  a  loss  of  earnings  has  occurred.  When  earnings  are  not 
substantially  reduced,  the  worker  and  his  family  presumably  can  get 
along  on  those  earnings  as  they  did  before. 

If  there  were  no  retirement  test  in  the  law,  the  cost  of  the  program 
would  be  increased  by  0.70  percent  of  taxable  payroll — $2  billion  a 
year  now  and  more  in  future  years.  Most  of  this  $2  billion  would  go 
to  people  who  are  continuing  to  work  regularly  after  65  just  as  they 
did  at,  say,  50  or  55. 

A  test  of  retirement  has  been  included  in  the  law  ever  since  monthly 
benefits  first  became  payable  in  1940;  it  has  been  modified  several 
times  over  the  years,  but,  generally  speaking,  it  has  always  operated 
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to  limit  the  amount  of  benefits  that  a  person  who  works  full  time  at 
a  regular  job  can  get. 

Effect  of  the  proposal 

About  750,000  people  would  benefit  under  the  provision.  An  esti- 
mated $185  million  would  be  paid  out  in  additional  benefits  in  the 
first  full  year  of  operations. 

6.  Benefits  for  Disabled  Widows 

Present  law 

A  widow  under  60  is  without  social  security  protection  unless  she 
has  young  children  in  her  care  or  unless  she  has  sufficient  credit 
because  of  her  own  work  to  qualify  for  disability  benefits. 

Proposal 

A  severely  disabled  widow  under  age  62  would  be  eligible  for  unre- 
duced cash  benefits  if  her  disability  began  before  her  husband's 
death  or  before  her  entitlement  to  benefits  as  a  mother  ended,  or  within 
7  years  after  either  event.  This  period  of  7  years  would  afford  the 
widow  a  reasonable  opportunity  to  work  long  enough  to  earn  sufficient 
social  security  coverage  to  qualify  for  disability  benefits  on  her  own 
earnings;  under  the  law  5  years  are  required  as  a  minimum. 

Background 

Under  present  law,  at  age  62  (or  age  60  if  she  chooses  to  receive  a 
reduced  benefit)  the  widow  may  be  entitled  to  widow's  benefits.  The 
need  for  benefit  protection  is  at  least  as  great  for  the  younger  widow — 
aged  55,  for  example — who  cannot  work  and  support  herself  because 
she  is  disabled  as  it  is  for  the  able-bodied  62-year-old  widow.  The 
proposal  would  provide  benefits  for  disabled  widows  under  age  62. 

The  definition  of  disability  in  present  law — inability  to  engage  in 
substantial  gainful  activity  because  of  an  impairment  that  is  expected 
to  last  at  least  12  months — will  be  applied  to  determine  whether  the 
widow  qualifies  for  benefits  on  the  basis  of  disability.  In  addition, 
other  provisions — such  as  a  waiting  period  before  benefits  may  begin — 
that  are  in  present  law  for  disabled  workers  would  be  extended  to  dis- 
abled widows. 

Effect  of  the  proposal 

About  70,000  totally  disabled  widows  under  age  62  would  immedi- 
ately become  eligible  for  cash  benefits.  About  $75  million  in  additional 
benefits  would  be  paid  out  during  the  first  12  months  of  operation 
under  this  proposal.  These  70,000  d:sabled  widows  under  age  62,  as 
well  as  those  aged  62-65  and  disabled  (who  are  already  eligible  for  cash 
benefits),  will  also  have  protection  against  health  care  costs  under  the 
provision  extending  medicare  to  disabled  beneficiaries  (see  attached 
sheet  on  1  'Extension  of  Health  Insurance  Protection  to  Disabled  Bene- 
ficiaries"). (Widows  aged  65,  of  course,  like  other  beneficiaries  65  and 
over,  are  already  covered  for  health  insurance  protection.)  Under  this 
proposal,  insurance  protection — cash  benefit  and  medicare  protection 
in  the  combined  events  of  the  disability  of  a  woman  and  the  death  of 
her  husband — would  be  extended  to  millions  of  women  under  age  62 
who  do  not  have  disability  insurance  protection  on  the  basis  of  their 
own  earnings. 
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7.  Extension  of  Health  Insurance  Protection  to  Disabled 

Beneficiaries 

Present  law 

Present  law  makes  health  insurance  protection  under  social  security 
(medicare)  available  only  to  persons  aged  65  and  over. 

Proposal 

Under  the  proposal,  medicare  protection — both  hospital  insurance 
and  medical  insurance — would  be  provided  beginning  January  1, 
1968,  for  people  who  are  under  65  but  getting  social  security  benefits 
because  they  are  severely  disabled  and  for  widows  between  the  ages 
of  62  and  65  who  are  disabled  but  who  are  getting  benefits  as  aged 
widows  rather  than  as  disabled  widows.  Similar  protection  would 
be  provided  for  disabled  railroad  retirement  beneficiaries. 

Financing 

Hospital  insurance  protection  for  the  disabled  would  be  financed 
by  social  security  contributions,  as  it  is  for  the  aged.  This  protection 
could  be  made  available  without  any  increase  in  the  hospital  insurance 
contribution  rate  because  of  the  additional  income  that  would  result 
from  the  increased  contribution  and  benefit  base.  Supplementary 
medical  insurance  protection  would  also  be  made  available  on  the 
same  basis  as  it  is  for  the  aged — that  is,  on  a  voluntary  basis,  with  the 
beneficiary  paying  a  monthly  premium  of  $3  and  the  Federal  Govern- 
ment paying  a  matching  amount. 

Background 

When  a  worker  becomes  severely  disabled,  just  as  when  a  worker 
becomes  old,  he  suffers  a  sharp  drop  in  income,  accompanied  by  an 
increase  in  the  cost  of  health  care.  According  to  a  survey  conducted 
by  the  Social  Security  Administration  in  1960,  about  1  out  of  5 
disability  beneficiaries  under  social  security  received  care  in  short- 
stay  hospitals  in  the  survey  year.  Excluding  hospitalization  in 
long-term  institutions,  half  of  those  hospitalized  were  in  the  hospital 
for  3  weeks  or  more.  Data  for  the  aged  showed  one  out  of  six  hospi- 
talized in  a  year  and  an  average  stay  of  15  days.  In  addition,  totally 
disabled  people,  as  do  the  aged,  have  difficulty  obtaining  adequate 
private  health  insurance. 

Effect  of  the  proposal 

Protection  would  be  extended  to  approximately  1.5  million  people — 
including  1.2  million  disabled  workers,  200,000  adults  getting  child- 
hood disability  benefits,  and  100,000  widows  under  age  65  who  are 
disabled.  (See  attached  sheet,  ' 'Benefits  for  Disabled  Widows." 
Benefit  payments  under  this  proposal  in  the  first  year  after  enactment 
are  expected  to  be  $225  million  under  the  hospital  insurance  program 
and  $100  million  under  the  medical  insurance  program. 

8.  Social  Security  Credit  for  Federal  Employment 
Present  law 

Employment  subject  to  the  staff  retirement  systems  for  Federal 
civilian  employees  is  excluded  from  social  security  coverage.  Since 
a  staff  retirement  system  places  primary  emphasis  on  adequate  retire- 
ment benefits  for  long-service  employees,  the  exclusion  of  Federal 
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employees  from  social  security  coverage  leaves  major  gaps  in  their 
protection.  During  the  first  5  years  of  Federal  employment,  a  worker 
has  no  survivorship  or  disability  protection  under  the  civil  service 
retirement  system.  If  he  leaves  after  5  or  more  years  of  Federal 
employment  he  ceases  to  have  survivorship  or  disability  protection 
based  on  his  years  of  Federal  service.  Of  the  many  workers  who  leave 
Federal  employment  before  retirement,  only  a  small  minority  will 
receive  a  retirement  benefit  based  on  their  Federal  service.  Many 
workers  with  Federal  employment  are  without  protection  under  any 
system  at  various  times.  For  most  of  those  Federal  workers  who 
retain  social  security  from  prior  employment  or  gain  it  by  future 
employment  the  level  of  protection  is  impaired  by  the  lack  of  social 
security  credit  for  the  time  spent  in  Federal  service. 

Proposal 

It  is  proposed  to  provide  social  security  credit,  through  transfers  of 
credit,  for  the  Federal  employment  of  workers  whose  Federal  service 
is  subject  to  the  civil  service  or  foreign  service  retirement  system  if 
benefits  are  not  payable  to  the  workers  or  their  families  under  the 
staff  system  at  the  time  they  retire,  become  disabled,  or  die.  (Under 
a  related  proposal,  provisions  would  be  added  to  the  civil  service  and 
foreign  service  retirement  systems  to  guarantee  that  workers  (and 
survivors)  who  qualify  under  these  systems  will  get  benefits — or  if  also 
eligible  for  social  security  benefits,  under  the  retirement  system  and 
social  security  together — that  are  at  least  at  the  level  that  would 
have  been  payable  if  their  Federal  employment  had  been  covered  under 
social  security).  The  cost  of  the  social  security  benefits  provided 
under  the  transfer-of-credit  plan  would  be  met  in  part  by  the  Govern- 
ment, as  employer,  and  in  part  by  those  employees  whose  credits 
would  be  transferred  to  social  security — amounts  equal  to  social 
security  employee  contributions  would  be  withheld  from  the  refunds 
of  their  civil  service  contributions  after  they  leave  Federal 
employment. 

Background 

Federal  personnel  in  the  Federal  uniformed  services  have  been 
covered  under  social  security.  Civilian  employees  of  the  Federal 
Government  are  the  only  large  group  that  are  still  excluded  from 
coverage  by  law.  There  is  considerable  mobility  of  employees  between 
the  Federal  service  and  employment  covered  by  social  security.  In 
the  course  of  a  year  350,000  may  enter  Federal  service  and  another 
350,000  may  leave.  A  study  of  separations  from  the  civil  service 
retirement  system  showed  that  less  than  8  percent  of  employees  who 
leave  employment  covered  by  the  retirement  system  retain  any 
protection  as  a  result  of  their  Federal  service.  Men  workers  consti- 
tute almost  60  percent  of  people  who  leave  and  retain  no  protection 
based  on  their  Federal  service. 

Effect  oj  the  proposal 

Over  the  years,  millions  of  people — workers  and  their  dependents — 
have  already  incurred  loss  or  impairment  of  protection  because  the 
workers  have  shifted  between  Federal  employment  and  employment 
covered  by  social  security.  The  proposed  transfer  of  credits  from 
Federal  service  to  social  security  would  prevent  these  serious  gaps 
in  protection  from  continuing  to  arise  in  the  future.    Adoption  of  this 
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proposal,  together  with  the  proposed  guaranteed  level  of  civil  service 
benefits  related  to  the  social  security  level,  would  assure  that  all 
Federal  workers — not  just  some  of  them — would  have  continuing  basic 
protection,  based  on  credit  for  all  of  their  years  of  work,  that  would  be 
comparable  to  that  afforded  virtually  all  other  workers  through  direct 
social  security  coverage. 

9.  Broader  Social  Security  Coverage  of  Farm  Employees 
Present  law 

The  earnings  of  a  hired  farmworker  are  covered  for  social  security 
purposes  in  regard  to  his  work  for  a  particular  employer  if  he  is  paid 
$150  or  more  in  cash  wages  by  that  employer  during  the  year  or  is 
emploved  by  him  or  20  or  more  days  in  a  year  for  cash  pay  on  a  time 
basis  (per  hour,  day,  week,  or  month) . 

Proposal 

It  is  proposed  to  reduce  the  annual  cash  wage  test  for  social  security 
coverage  from  the  present  $150  to  $50,  to  reduce  the  20-day  time  test 
to  10  days,  and  to  give  a  quarter  of  coverage,  to  a  total  of  four  in  a 
year,  for  each  $50  (rather  than  $100  as  at  present)  of  annual  covered 
farm  wages. 

Background 

There  is  a  clear  need  to  improve  the  social  security  protection  of 
hired  farmworkers.  Many  are  excluded  from  coverage  under  present 
law  for  part  or  all  of  their  farm  wages,  and  for  this  reason  may  not 
qualify  for  social  security  benefits  or  may  get  benefits  that  are  low 
because  they  do  not  reflect  the  worker's  earnings  from  all  of  his 
employers. 

Effect  of  the  proposal 

This  change  would  increase  the  social  security  protection  of  over 
500,000  farmworkers  who  would  have  all  or  a  larger  part  of  their  farm 
earnings  covered.  Some  of  these  workers  now  have  all  of  their  non- 
farm  but  none  or  only  a  part  of  their  farm  earnings  covered.  Others 
with  only  farm  earnings  meet  the  coverage  test  with  one  or  more  farm 
employers,  but  do  not  meet  the  test  with  all  their  employers  in  a  year. 

10.  Social  Security  Contributions  of  the  Self-Employed 
Present  law 

The  social  security  contribution  rates  paid  by  the  self-employed  for 
the  cash-benefits  part  of  the  social  security  program  are  set  at  roughly 
lji  times  the  employee  rates.  Under  present  law,  the  rates  for  the 
self-employed  are  scheduled  to  increase  from  5.9  percent  in  1967  and 
1968  to  6.6  percent  in  1969  through  1972,  and  then  to  an  ultimate  rate 
of  7  percent  in  1973  and  after.  The  rate  the  self-employed  pay  for 
hospital  insurance  is  the  same  as  the  hospital  insurance  contribution 
rate  for  employees.  This  rate  is  scheduled  to  rise  from  0.50  percent  in 
1967  through  1972  to  an  ultimate  0.80  percent  in  1987  and  after. 

Proposal 

The  ultimate  contribution  rate  paid  by  the  self-employed  for  the 
OASDI  part  of  the  program  would  remain  7  percent  in  1973  and  after; 
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it  would  no  longer  be  figured  as  1%  times  the  employee  rate  as  under 
present  law.  There  would,  though,  be  an  increase  in  the  rate  for  the 
self-employed  for  the  years  1969  through  1972  to  6.8  percent.  (There 
are  no  changes  in  the  social  security  contribution  rates  for  hospital 
insurance.) 

11.  Outpatient  Hospital  and  Diagnostic  Specialty  Benefits 
for  the  Aged  and  Disabled 

Present  law 

Under  present  law,  outpatient  hospital  diagnostic  services  are 
covered  under  the  hospital  insurance  provisions  of  title  XVIII  of  the 
Social  Security  Act  (pt.  A)  and  paid  for  from  the  hospital  insurance 
trust  fund.  Outpatient  hospital  therapeutic  services  are  covered 
under  the  medical  insurance  provisions  of  that  title  (pt.  B)  and  paid 
for  from  the  supplementary  medical  insurance  trust  fund.  The 
amount  payable  for  outpatient  hospital  diagnostic  services  is  80  per- 
cent of  their  reasonable  cost  after  a  $20  deductible  for  each  diagnostic 
study.  Payments  toward  the  $20  deductible  count  toward  the  $50 
annual  part  B  deductible.  The  amount  payable  for  other  hospital 
outpatient  services,  which  are  covered  under  part  B,  is  80  percent  of 
the  reasonable  cost  of  such  services  after  the  $50  deductible  has  been 
met. 

Under  present  law  the  medical  or  surgical  services  of  physicians 
(except  residents  or  interns  under  certain  training  programs)  are 
excluded  from  coverage  under  part  A  of  the  medicare  program.  Such 
services,  however,  including  those  performed  by  hospital-based 
physicians,  are  covered  under  part  B  of  the  program. 

Proposal 

Amend  title  XVIII  to  establish  a  new  part  C  which  will  include 
provisions  for  coverage  of  and  reimbursement  for  inpatient  diagnostic 
X-ray  and  inpatient  laboratory  services  and  all  outpatient  hospital 
services.  All  persons  who  are  eligible  for  part  A  benefits  will  be 
covered  for  all  the  costs  of  inpatient  diagnostic  X-ray  tests  and 
diagnostic  laboratory  tests.  Only  persons  enrolled  under  part  B  will 
be  eligible  for  outpatient  hospital  services  and  these  outpatient 
services  will  be  the  subject  to  the  part  B  deductible  and  coinsurance. 

The  objective  of  this  proposal  is  to  eliminate  certain  administrative 
complexities  that  have  arisen  under  present  law. 

Background 

Hospitals  have  encountered  difficulties  in  their  recordkeeping  and 
billing  because  of  the  need  to  distinguish  between  outpatient  diag- 
nostic services  covered  under  the  hospital  insurance  program  and 
those  outpatient  services  covered  under  the  medical  insurance  pro- 
gram and  the  need  to  determine  what  part  of  the  bill  the  patient  must 
pay.  Patients  have  experienced  much  confusion  because  of  the  special 
outpatient  diagnostic  deductible  and  fiscal  intermediaries  and  carriers 
have  experienced  complications  in  charging  the  appropriate  trust  fund 
the  proper  amount. 

A  problem  also  arises  under  present  law  from  the  need  for  hospitals 
to  establish  and  break  out  for  purposes  of  medicare  reimbursement 
the  component  of  laboratory  and  X-ray  services  which  represents 
hospital-based  physicians'  remuneration.    The  physician  component 
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is  covered  under  the  medical  insurance  program  while  the  rest  of  the 
laboratory  and  X-ray  service  is  covered  under  hospital  insurance. 
Present  law  requires  a  separation  and  allocation  of  value  to  the 
physician's  service  for  purposes  of  collecting  deductibles  and  coinsur- 
ance and  determining  the  amount  payable  from  the  part  B  fund.  In 
some  cases  the  amount  involved  is  quite  small  and  the  collection  of 
the  amount  payable  by  the  patient  especially  troublesome. 

12.  Medicare   Payments   and   Medical   Facility  Planning 
Present  law 

Under  the  present  provisions  of  title  XVIII,  depreciation  on  build- 
ings and  equipment  is  an  allowable  cost  under  the  principles  of  reim- 
bursement for  provider  costs.  Funding  of  depreciation  is  not  required 
although  an  incentive  for  funding  is  provided  by  not  treating  invest- 
ment income  on  funded  depreciation  as  a  reduction  on  allowable 
interest  expense.  Also,  there  is  no  specific  restriction  on  payment  of 
depreciation  related  to  whether  the  depreciable  items  were  constructed 
or  purchased  in  conformance  to  any  type  of  planning  requirements. 
Similarly,  there  are  no  specific  restrictions  under  title  XIX  with 
respect  to  funding  depreciation  or  conforming  to  planning  require- 
ments. 

Proposal 

The  proposal  provides  that  depreciation  of  plant  and  equipment  will 
be  included  in  "reasonable  cost"  only  if  a  provider  of  services  furnished 
satisfactory  assurance  that  it  will  (1)  set  aside  and  keep  separate 
amounts  paid  under  title  XVIII  for  depreciation,  and  (2)  not  utilize 
the  amounts  for  either  capital  or  noncapital  purposes  except  under 
conditions  approved  by  State  planning  agencies.  The  proposal  also 
provides  that  the  Secretary  would  make  agreements  with  the  ap- 
propriate State  agencies  to  utilize  their  services  to  determine  whether 
capital  expenditures  are  in  accordance  with  such  planning.  If  expendi- 
tures are  made  that  are  not  in  accordance,  there  would  be  authority  to 
appropriately  reduce  reimbursement  to  the  facility  making  them  or  to 
terminate  the  participation  agreement  with  the  facility.  Similar 
provisions  would  be  made  under  title  XIX.  The  proposal  would  be 
effective  with  respect  to  payments  for  services  provided  after  June 
30,  1968. 

Background 

The  medicare  program  has  assumed  responsibility  for  the  payment 
of  a  large  portion  of  hospital  and  other  institutional  costs  on  behalf 
of  older  people.  It  is  in  the  interest  of  not  only  the  contributors  to 
and  the  beneficiaries  of  the  program,  but  to  the  general  public  as 
well,  that  these  payments  be  made  in  a  manner  that  tends  to  encour- 
age maximum  efficiency  in  the  provision  and  use  of  health  facilities, 
equipment,  and  services.  Unnecessary  duplication  and  inefficient  use 
of  health  care  facilities  and  equipment  is  wasteful  in  terms  of  public 
moneys  and  scarce  health  personnel  and  is  a  significant  factor  in  the 
accelerating  costs  of  health  care.  The  work  of  various  State  and 
and  local  planning  groups,  private  health  cost  prepayment  organiza- 
tions, and  others  has  shown  that  there  is  real  promise,  through  area- 
wide  planning  programs,  for  an  improvement  in  the  quality  of  health 
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care  and  at  the  same  time  improvement  in  the  efficiency  with  which 
the  services  are  provided.  Moreover,  there  is  widespread  agreement 
among  the  purchasers  of  health  care  and  those  providing  it  that  finan- 
cial provision  for  the  replacement,  modernization,  or  expansion  of 
health  care  facilities  and  services  should  be  made  on  a  basis  consist- 
ent with  overall  community,  State,  and  regional  needs.  The  proposal 
would  coordinate  reimbursement  under  titles  XVIII  and  XIX  with  the 
planning  activities  being  carried  on  by  public  and  private  agencies. 

13.  Elimination  of  the  Requirement  of  Initial  Physician 

Certification 

Present  law 

Under  present  law,  payment  under  the  health  insurance  program 
may  be  made  for  inpatient  hospital  services  only  if  a  physician  certi- 
fies in  each  case  that  the  services  furnished  were  required  to  be  given 
on  an  inpatient  basis  for  an  individual's  medical  treatment,  or  that  an 
inpatient  diagnostic  study  was  medically  required.  In  addition,  when 
these  services  are  furnished  over  a  period  of  time,  the  law  requires,  as 
a  further  condition  of  payment,  a  physician  recertification  as  to  the 
continuing  need  for  these  services. 

Proposal 

It  is  proposed  to  eliminate  the  requirement  that  there  be  a  phy- 
sician's certification  for  each  case  admitted  to  a  general  hospital.  The 
physician  would  still  be  required  to  provide  certification  in  certain 
cases,  however.  Since  special  conditions  are  attached  to  payment  for 
services  furnished  by  psychiatric  and  tuberculoses  hospitals,  physician 
certification  for  inpatient  admission  to  such  institutions  is  important 
and  meaningful  and  would  be  retained.  Also  retained  would  be  the 
requirement  for  a  physician's  certification  after  inpatient  hospital 
services  have  been  furnished  over  a  period  of  time  as  is  now  done 
through  a  recertification  requirement.  (The  requirement  for  a  phy- 
sician's certification  for  outpatient  hospital  diagnostic  services  would 
also  be  eliminated  under  the  proposal  to  transfer  the  coverage  of  such 
services  to  the  new  pt.  C.) 

Background 

Many  physicians  are  opposed  to  the  concept  of  physician  certifi- 
cation; some  few  refuse  to  prepare  and  sign  the  required  statements. 
It  is  argued  that  the  fact  that  a  physician  has  a  patient  admitted 
to  the  hospital  is  sufficient  evidence  of  the  patient's  need  for  hospital 
services  and  that  this  is  fully  understood  within  the  medical,  hospital, 
and  private  health  insurance  communities.  The  house  of  delegates 
of  the  American  Medical  Association  has  adopted  a  resolution  urging 
the  AM  A  to  work  for  the  repeal  of  the  certification  requirements. 

Effect  oj  the  proposal 

Elimination  of  the  initial  certification  requirement  for  all  general 
hospital  admissions  will  avoid  some  unnecessary  paperwork  and  has 
the  potential  for  resulting  in  better  emphasis  on  utilization  review 
since  what  is  removed  is  largely  pro  forma.  The  procedure  that 
would  be  followed  to  avoid  payment  for  unneeded  care  would  include 
screening  by  the  administering  agencies  to  isolate  those  cases  in 
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which  the  diagnosis  and  treatment  raised  questions  about  the  medical 
necessity,  and  action  would  be  taken  to  resolve  these  questionsl 
These  steps  would  be  taken  in  addition  to  those  of  the  hospita. 
utilization  review  committees,  which  generally  review  admissions 
on  a  sample  basis. 

14.  Health  Insurance  Payments  to  Federal  Facilities 
Present  law 

Present  law  prohibits  payment  under  the  hospital  insurance  pro- 
gram or  the  supplementary  medical  insurance  program  to  any  Federal 
provider  of  services  (except  to  a  provider  of  services  which  serves  the 
public  generally  as  a  community  institution  or  agency  and  except  for 
emergency  services  under  the  hospital  insurance  program). 

Proposal 

This  proposal  would  remove  the  prohibition  against  payments  to 
Federal  providers  of  services.  It  is  substantially  the  same  as  the 
proposal  submitted  by  the  administration  to  the  Congress  in  1966. 

Background 

Services  rendered  in  State  and  local  hospitals  are  now  covered  and 
it  is  reasonable  that  similar  services  rendered  in  Federal  hospitals 
should  also  be  covered.  If  Federal  facilities  were  included  under  the 
medicare  system,  there  would  be  some  savings  to  the  general  tax- 
payer, since  he  would  not  have  to  pay  through  other  taxes  to  meet 
hospital  and  doctor  expenses  of  some  individuals  who  are  covered  by 
the  medicare  system  and  receive  care  in  Federal  facilities. 

Effect  oj  ike  proposal 

The  proposal  would  lead  to  a  decrease  of  about  $100  million  in 
general  revenue  expenditures  in  the  first  full  year. 

15.  Coverage  of  Podiatrists'  Services  Under  the  Medical 

Insurance  Program 

Present  law 

Under  present  law,  payment  may  not  be  made  under  the  medical 
insurance  program  for  the  services  of  podiatrists. 

Proposal 

The  proposal  would  cover,  under  medicare,  services  rendered  by  a 
podiatrist  where  the  service  is  of  a  type  covered  if  performed  by  a 
physician.  In  line  with  the  exclusion  under  present  law  of  such 
services  as  routine  physical  checkups,  fitting  or  changing  eyeglasses, 
examinations  for  hearing  aids,  and  immunizations,  the  proposal  would 
exclude  routine  foot  care,  such  as  treatment  of  corns  or  calluses  and 
the  trimming  of  nails.  This  exclusion  would  apply  to  routine  foot 
care  whether  provided  by  a  medical  doctor  or  a  podiatrist. 

Background 

Doctors  of  podiatry  or  surgical  chiropody  are  respected  members 
of  the  health  services  team  and  often  perform  their  services  in  coopera- 
tion with  medical  doctors.  In  addition,  the  aged  often  use  the  services 
of  podiatrists  rather  than  medical  doctors  for  the  care  and  treat- 
ment of  foot  diseases  where  either  health  practitioner  may  perform 
adequately. 
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16.  Increase  in  Special  Payments  to  Certain  People  Age  72 

and  Older 

Present  law 

Under  the  1965  amendments,  special  payments  ($35  a  month  for 
a  worker  or  a  widow;  $17.50  for  a  wife)  were  provided  for  certain 
people  age  72  and  over  on.  the  basis  of  less  work  than  is  needed  to 
meet  the  regular  work  requirements.  The  cost  of  payments  under 
this  provision  is  met  out  oi  the  OASI  trust  fund. 

Under  the  Tax  Adjustment  Act  of  1966,  special  payments  of  $35  a 
month  ($52.50  for  a  couple)  were  provided  for  certain  people  age  72 
and  over  who  had  no  work  or  who  had  some  work  but  not  enough  to 
meet  the  regular  work  requirements  and  did  not  qualify  under  the 
1965  amendments.  Payments  under  this  provision  are  reduced  by 
the  amount  of  any  pension,  retirement  benefit,  or  annuity  that  a 
person  is  receiving  from  any  governmental  system.  In  addition,  the 
special  payment  is  suspended  for  any  month  for  which  the  beneficiary 
gets  payments  under  a  federally  aided  public  assistance  program. 
The  cost  of  the  payments  under  this  provision  to  people  who  have 
never  worked  or  who  have  earned  credit  for  no  more  than  one-half 
year's  work  under  social  security  is  met  out  of  general  revenues.  The 
cost  of  the  payments  under  this  provision  to  people  with  credit  for 
more  than  one-half  year's  work  under  social  security  is  met  by  the 
old-age  and  survivors  insurance  trust  fund. 

Proposal 

The  special  payments  under  both  of  the  special  provisions  will  be 
increased  to  $50  ($75  for  a  couple) — an  increase  of  43  percent. 

Effect  of  the  proposal 

About  1.2  million  people  will  qualify  for  some  payments  or  higher 
payments  as  a  result  of  this  proposal;  $240  million  in  additional  bene- 
fits would  be  paid  out  during  fiscal  year  1968;  $215  million  of  this 
amount  will  be  met  from  general  revenues. 

17.  Miscellaneous  and  Technical  Amendments 

The  bill  includes  a  number  of  technical  amendments  that  are 
designed  to  facilitate  administration  of  the  program,  to  close  relatively 
small  gaps  in  the  protection  it  provides,  or  to  rectify  certain  minor 
anomalies  in  the  present  law.  These  amendments,  with  a  short 
description  of  the  purpose  of  each,  are  listed  below: 

(1)  Eligibility  of  certain  children  for  monthly  benefits. — The  bill 
would  provide  for  the  payment  of  child's  benefits,  based  on  the  earnings 
record  of  a  worker  who  was  not  the  child's  parent,  to  a  child  who  was 
living  with  and  supported  by  the  worker  for  at  least  a  year  before  the 
worker  died  or  at  least  5  years  before  the  worker  became  disabled  or 
retired.  Under  this  provision  about  15,000  people  would  be  affected 
immediately  and  $11  million  would  be  paid  out  in  calendar  year  1968. 

(2)  Eligibility  oj  an  adopted  child  for  monthly  benefits. — The  bill 
would  provide  an  alternative  to  the  present  provision  under  which  a 
child  may  be  considered  the  adopted  child  of  a  deceased  worker  if  the 
child  is  adopted  by  the  worker's  widow  within  2  years  of  the  worker's 
death.  Under  this  alternative  the  child  would  qualify  as  the  worker's 
child  if  he  was  living  in  the  worker's  household  when  the  worker  died 
and  if  proceedings  for  the  adoption  had  begun  before  the  worker  died, 
regardless  of  whether  the  adoption  was  completed  within  2  years. 
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(3)  Parent's  insurance  benefits. — The  bill  would  provide  for  the  pay- 
ment of  benefits  to  the  parents  of  retired  and  disabled  workers.  The 
benefits  for  the  dependent  parents  of  living  workers  would  be  residual 
and  would  be  actuarially  reduced  if  taken  before  age  65.  Under  this 
provision  about  30,000  people  would  be  affected  immediately  and  about 
$15  million  would  be  paid  out  in  the  first  full  year. 

The  combined  cost  of  the  above  provisions  for  paying  benefits  to 
children  and  the  provision  for  parent's  benefits  is  0.01  percent  of 
payroll. 

(4)  Underpayments. — Provides  that  claims  for  underpayments 
would  be  paid  according  to  the  following  order  of  priority:  (1)  To  the 
surviving  spouse  who  was  living  with  the  underpaid  beneficiary,  (2)  to 
the  surviving  spouse  who  was  entitled  to  benefits  on  the  same  earnings 
record  as  the  underpaid  beneficiary,  (3)  to  his  child,  (4)  to  the  legal 
representative  of  the  estate,  and  (5)  to  the  relative  who  the  Secretary 
determines  to  be  the  proper  person  to  receive  the  payment  on  behalf 
of  the  underpaid  beneficiary's  estate.  Under  present  law  underpay- 
ments, with  some  exceptions,  can  be  made  only  when  there  is  a  legal 
representative  of  the  estate.  Also  provides  for  payment  of  supple- 
mentary medical  insurance  benefits  in  cases  where  the  beneficiary  dies 
before  reimbursement  under  the  program  is  made. 

(5)  Simplification  oj  computation  oj  benefits  based  on  1937-50 
wages. — In  order  to  facilitate  administration,  the  bill  would  revise  the 
benefit-computation  provisions  so  that  for  benefits  based  on  earnings 
in  years  prior  to  1951  machine,  rather  than  manual,  procedures  could 
be  used. 

(6)  Shrimpboat  fishermen  and  truck  loaders  and  unload ers. — The 
bill  would  clarify  that  the  workers  on  fishing  boats  are  generally 
employees  of  the  boatowners,  lessees  or  operators  and  that  the  workers 
who  load  and  unload  trucks  are  generally  employees  of  the  truck- 
owner. 

(7)  Definition  of  widow,  widower,  and  stepchild. — The  bill  would 
change  the  present  1-year  duration  of  relationship  requirement  in 
the  definition  of  widow,  widower,  and  stepchild  to  enable  certain 
additional  survivors  to  qualify  for  benefits. 

(8)  Extension  oj  time  for  filing  report  oj  earnings. — The  bill  would 
permit  the  Secretary  to  grant  a  beneficiary  an  extension  of  time 
(not  to.  exceed  3  months)  for  making  the  report  of  earnings  required 
under  the  retirement  test. 

(9)  Penalties  jor  jailure  to  file  timely  report. — The  bill  would  reduce 
the  penalty  for  a  beneficiary's  first  failure  to  file  a  timely  report  of 
earnings  for  purposes  of  the  retirement  test  where  the  amount  of 
benefits  withheld  on  account  of  earnings  is  less  than  1  month's  benefits. 
It  would  also  change  the  penalties  for  second  and  subsequent  failures 
to  file  timely  reports  of  certain  events  that  are  required  to  be  reported 
so  that  they  are  similar  to  the  present  penalties  for  second  and  sub- 
sequent failures  to  file  timely  reports  of  earnings. 

(10)  Limitation  on  payment  oj  retroactive  benefits  in  certain  cases. — 
The  bill  would  provide  that  when  benefit  payments  are  resumed  to 
people  from  whom  the  benefits  have  been  withheld  because  they  resided 
in  a  country  in  which  conditions  were  such  that  they  could  not  be 
assured  of  receiving  the  full  value  of  the  benefit,  the  accumulated 
monthly  benefits  payable  on  the  account  of  a  deceased  beneficiary 
for  months  after  the  effective  date  of  the  amendment  would  not  exceed 
the  equivalent  of  12  months'  benefits. 
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(11)  Statute  of  limitations  for  self-employment  income. — The  bill 
would  modify  1  he  satute  of  limitations  to  permit  a  worker's  earnings 
record  to  be  revised  at  any  time  to  give  social  security  credit  for  any 
self-employment  income  on  which  the  Internal  Kevenue  Service  has 
assessed  social  security  taxes. 

(12)  Increase  in  membership  of  the  National  Medical  Review  Com- 
mittee.— The  bill  would  increase  the  membership  of  the  National 
Medical  Review  Committee  from  nine  to  16  members  and  the  term 
of  office  from  3  to  4  years. 

(13)  Enrollment  under  medicare  based  on  an  alleged  date  of  attain- 
ment of  age  65. — The  bill  would  permit  certain  persons  who  are  found 
to  have  been  mistaken  about  their  age  to  use,  for  purposes  of  enrolling 
under  supplementary  medical  insurance,  a  date  of  attainment  of  age 
65  that  is  later  than  their  actual  attainment  of  age  65. 

(14)  Services  if  interns  and  residents  as  inpatient  hospital  services. — 
The  bill  would  amend  the  definition  of  "inpatient  hospital  services"  to 
include  the  services  of  certain  medical  school  graduates  taking  part  in 
prepractice  programs. 

(15)  Payment  for  purchase  of  durable  medical  equipment. — The  bill 
would  provide  explicitly  for  coverage  under  the  supplementary  medical 
insurance  program  of  the  purchase  of  durable  medical  equipment  under 
arrangements  whereby  the  equipment  becomes  the  property  of  the 
patient  after  the  purchase  price  has  been  paid  in  rent. 

(16)  Furnishing  consultative,  services  to  laboratories. — The  bill  would 
authorize  the  Secretary  to  use  the  services  of  State  agencies  to  provide 
consultative  services  to  independent  laboratories  and  to  pay  for  the 
cost  of  such  services. 

(17)  Limitation  on  reduction  of  90  days  of  inpatient  hospital  services. — 
The  bill  would  amend  the  provision  in  present  law  requiring  that  in  the 
first  spell  of  illness  the  90  days  of  inpatient  hospital  services  be  reduced 
by  any  prior  days  of  stay  in  a  psychiatric  or  tuberculosis  hospital  so 
that  the  reduction  will  clearly  apply  only  to  days  of  inpatient  psy- 
chiatric or  tuberculosis  hospital  services. 

(18)  Medicare  benefits  to  individuals  who  die  in  the  month  of  attain- 
ment of  age  65. — The  bill  would  amend  the  law  to  make  it  clear  that 
an  individual  is  entitled  to  health  insurance  benefits  on  the  first  day 
of  the  month  in  which  he  would  have  attained  age  65  if  he  is  otherwise 
entitled  but  dies  in  the  month  of  attainment  and  before  the  date  of 
attainment. 

(19)  Extend  deadline  for  trustees1  reports. — The  bill  would  provide 
that  the  trustees  of  the  social  security  trust  funds  must  submit  their 
reports  to  Congress  no  later  than  April  1  of  each  year  instead  of 
March  1. 

(2(3)  Redesignation  of  old-age  insurance  benefits. — The  bill  would 
substitute  the  term  ' 'retirement"  for  the  term  "old-age"  wherever  it 
appears  in  the  law. 

18.  Increase  in  the  Contribution  and  Benefit  Base 
Present  law 

The  maximum  amount  of  earnings  taxable  and  creditable  toward 
social  security  benefits — the  contribution  and  benefit  base — is  now 
$6,600. 
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Proposal 

The  ultimate  base  in  the  law  would  be  increased  to  $10,800,  to  be 
reached  in  three  steps — $7,800  in  1968,  $9,000  in  1971,  and  $10,800 
in  1974. 

Background 

An  increase  in  the  contribution  and  benefit  base  will  strengthen  the 
effectiveness  of  the  program. 

As  earnings  levels  increase,  a  larger  proportion  of  workers  have 
earnings  above  the  base,  and  a  smaller  proportion  of  workers  get 
benefit  protection  related  to  their  full  earnings.  The  $6,600  base, 
which  now  covers  all  the  earnings  of  about  75  percent  of  covered 
workers,  will  cover  all  the  earnings  of  only  about  67  percent  of  covered 
workers  in  1974.  Under  the  proposed  increases  in  the  base,  87  percent 
of  covered  workers  will  have  all  their  earnings  covered  in  1974.  This 
would  still  be  less  than  the  situation  contemplated  when  the  program 
was  enacted  in  1935;  the  $3,000  base  provided  in  the  original  act 
would  have  covered  the  full  earnings  of  97  percent  of  all  workers. 

Increases  in  the  contribution  and  benefit  base  result  in  savings  in 
the  cost  of  the  program  as  a  percentage  of  payroll.  Even  though 
higher  benefits  are  provided  on  the  basis  of  the  additional  earnings 
that  are  taxed  and  credited,  the  cost  of  providing  these  higher  bene- 
fits is  less  than  the  additional  income  produced  by  raising  the  base 
when  both  the  employer  and  employee  contributions  are  taken  into 
account. 

Effect  of  the  proposal 

When  the  contribution  and  benefit  base  is  increased,  workers  who 
earn  above  the  former  base  will  get  very  much  larger  benefits  than  ' 
they  would  if  the  base  had  not  been  increased.  A  man  age  50  in  1968, 
for  example,  who  earns  $7,800  a  year  until  he  is  65  will  get  a  benefit  of 
$192.10  at  age  65 — 24  percent  higher  than  he  would  get  if  no  change 
were  made  in  present  law.  If  he  earns  $9,000  a  year  his  benefit  will 
be  $204 — 32  percent  higher — and  if  he  earns  $10,<l  00  a  year  his  bene- 
fit will  be  $218 — 41  percent  higher.  A  man  age  30  in  1968  has  35 
years  to  go  before  reaching  age  65 :  If  he  earns  $7,800  a  year  he  will 
get  a  benefit  of  $218  at  age  65 — 31  percent  more  than  if  no  change 
were  made  in  present  law;  if  he  earns  $9,000  a  year  his  benefit  will 
be  $241 — 44  percent  higher;  and  if  he  earns  $10,800  a  year  his  benefit 
will  be  $271 — 62  percent  higher. 

Thus,  the  longer  a  person  is  able  to  work  and  earn  at  the  higher 
levels  that  would  count  toward  social  security  under  the  proposed  in- 
creases in  the  contribution  and  benefit  base,  the  greater  his  protection 
under  social  security  will  be.  This  is  true  not  only  with  respect  to 
retirement  benefits  but  in  disability  and  survivorship  protection  as 
well. 

In  survivor  and  disability  cases  benefits  would  reflect  the  higher 
earnings  creditable  under  the  new  base  fairly  quickly.  In  cases  where 
the  worker  was  quite  young  when  he  died  or  became  disabled,  the 
maximum  benefit  payable  following  each  increase  in  the  base  could  be 
payable  as  early  as  the  first  or  second  year,  respectively,  after  the 
particular  increase  becomes  effective. 

In  general,  the  group  of  workers  who  enter  the  system  at  age  21 
with  earnings  at  or  above  the  $10,800  base,  as  well  as  all  other  workers, 
would  get  insurance  protection  under  the  program  equal  to  or  greater 
than  the  value  of  their  contributions. 
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As  a  result  of  the  proposed  increases  in  the  earnings  base,  the  cost 
of  the  changes  recommended  for  the  hospital  insurance  program  could 
be  financed  under  the  present  schedule  of  hospital  insurance  contribu- 
tion rates.  In  addition,  the  savings  resulting  from  the  higher  base 
would  finance  a  substantial  part  of  the  cost  of  the  changes  recom- 
mended in  the  old-age,  survivors,  and  disability  insurance  program. 

19.  Financing  the  President's  Proposals 

At  the  present  time,  the  social  security  program  has  a  significantly 
favorable  actuarial  balance;  that  is,  it  is  expected  that  over  the  long- 
range  future  the  income  to  the  program  will  considerably  exceed  the 
costs  of  the  program. 

The  benefit  improvements  recommended  by  the  President  will  cost 
about  1%  percent  of  covered  payroll.  It  is  possible  to  meet  about 
half  of  the  cost  of  the  recommended  benefit  improvements  from  this 
present  favorable  balance. 

The  remainder  of  the  cost  of  the  proposed  changes  would  be  met 
through  a  slight  increase,  in  steps,  in  the  social  security  contribution 
rates  for  the  cash  benefits  part  of  the  program  and  by  increasing  the 
maximum  amount  of  annual  earnings  subject  to  the  tax  and  used  in 
computing  benefits. 

The  cash  benefit  contribution  rate  of  3.9  percent  in  the  present  law 
would  continue  through  1968.  The  scheduled  rate  increase  in  1969 
to  4.4  percent  would  be  increased  to  4.5  percent.  The  ultimate  rate 
of  4.85  percent  scheduled  for  1973  would  be  increased  to  5  percent. 

The  earnings  base  on  which  contributions  and  benefits  are  computed 
would  be  increased  from  $6,600  a  year  at  present  to  $7,800  in  1968, 
$9,000  in  1971  and  $10,800  in  1974. 

The  rate  increase  averaged  over  a  long  time  would  be  equivalent  to 
one-fourth  of  1  percent  of  payroll;  the  earnings  base  increase  is 
equivalent  to  one-half  of  1  percent  of  payroll.  These  two  financing 
recommendations  would  yield  income  equal  to  three-fourths  of  1 
percent  of  payroll,  which,  when  combined  with  the  actuarial  balance 
of  the  present  system,  would  fully  meet  the  cost  of  the  recommenda- 
tions. 


Financing  social  security  cash  benefits — Percent  of  payroll 

Level  cost  of 
of  benefits 

Level  equiva- 
lent of  income 

Balance 

Present  program.        .                         ._     .  ...... 

8.  79 

-.50 
1.36 
.12 

9.53 

+0.  74 

Proposals: 

Contribution  base  

Benefit  increase.. .                                         .  ..  .. 

Other  improvements  .  .      .    „ 

Contribution  rates..                  .   .            ..   ...  .. 

.25 
9.78 

Proposed  program..     .  .                            ..  ..   

9.  77 

+.01 

Present  and  proposed  OASDI  contribution  rates 

Year 

Employee  and  employer, 
each 

Self-employed 

Present  law ' 

Proposed  2 

Present  law  i 

Proposed  2 

1967-68  .  

Percent 
3.9 
4.4 
4.85 

Percent 

3.9 
4.5 
5.0 

Percent 

5.9 
6.6 
7.  n 

Percent 

5.9 
6.8 

7.0 

1969-72  .  

1973  and  after  

1 

1  $6,600  earning  base. 

*  $7,800  earnings  base  effective  1968  through  1970;  $9,000  earnings  base  effective  1971  through  1973;  and 
$10,800  earnings  base  effective  1974  and  thereafter. 
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20.  Adequate  Support  for  Needy  Children 
Background 

A  family  of  four  with  an  income  of  $3,100  or  less  is  living  in  poverty, 
as  defined  by  the  Social  Security  Administration  and  the  Office  of 
Economic  Opportunity.  A  family  at  this  level  or  below  is  considered 
to  be  too  poor  to  provide  for  its  basic  human  needs  in  the  United  States 
today. 

More  than  3  million  children  in  families  dependent  on  public  assist- 
ance live  below  the  poverty  level.  In  figuring  public  assistance  pay- 
ments, each  of  the  50  States  makes  its  own  definition  of  minimum 
need.  Although  a  few  States  define  need  at  or  above  the  poverty 
level,  no  State  pays  as  much  as  that  amount. 

Moreover,  33  States  provide  less  support  for  needy  children  than 
the  standards  the  States  themselves  have  set  as  necessary  to  meet 
basic  human  needs.  The  record  for  these  33  States  is  shown  in  the 
table  below,  which  shows  actual  support  for  needy  children  as  a 
percentage  of  the  State's  own  minimum  standard: 


States  Percent 

Oregon,  California,  New  Mexico,  Idaho  90-99 

Colorado,  South  Dakota,  West  Virginia,  Ohio,  Virginia,  Wyoming,  Wash- 
ington  80-89 

Kentucky,  Michigan,  Iowa,  Utah   70-79 

Georgia,  Tennessee,  Texas,  Vermont,  Louisiana,  Delaware  60-69 

Maine,  Arkansas,  Arizona,  Missouri  50-59 

Nevada,  South  Carolina,  Indiana,  Nebraska  40-49 

Alaska,  Alabama,  Florida  30-39 

Mississippi   20-29 


In  seven  States — Alabama,  Arkansas,  Florida,  Georgia,  Mississippi, 
South  Carolina,  and  West  Virginia — a  family  consisting  of  a  mother 
and  three  children  receiving  assistance  must  live  on  less  than  $120 
a  month. 

Low  levels  of  financial  aid  make  it  difficult  or  impossible  for  de- 
pendent families  to  buy  the  basic  necessities  for  their  children: 
decent  food,  clean,  warm  housing,  medical  care,  clothing.  Low  levels 
of  aid  tend  to  keep  families  and  children  dependent. 

The  proposal 

The  President  proposes  legislation  to  require  the  States  to  meet 
their  own  standards  of  what  is  needed  to  support  a  child  by  July  1969. 

The  Social  Security  Act  would  be  amended  to  require  States  to 
meet  minimum  need  as  each  State  itself  defines  it  (see  table  attached) 
in  its  AFDC  program. 

States  would  also  be  required  to  bring  their  standards  of  need  up 
to  date  by  July  1,  1969,  and  to  update  them  annually  thereafter. 
Even  though  about  half  the  States  updated  their  minimum  standards 
this  year,  most  States  have  not  been  doing  so  annually. 

The  amendment  would  also  require  States  to  maintain  their  stand- 
ards of  need  at  a  level  not  less  than  two- thirds  of  the  income  level  set 
for  medical  assistance  eligibility.  That  is,  if  a  family  of  four  is  eligible 
for  medical  assistance  with  an  income  up  to  $3,800,  for  example, 
then  the  minimum  income  standard  for  AFDC  payments  could  not 
be  less  than  $2,533. 
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Aid  to  families  with  dependent  children:  Percent  that  highest  monthly  amount  payable 
for  basic  needs  for  family  of  specified  composition  and  living  in  rented  quarters 
represents  of  total  monthly  cost  standard  for  basic  needs  of  such  family,  by  State, 
January  1965  1 


State 


Alabama   

Alaska  

Arizona  

Arkansas   

California   

Colorado   

Connecticut-..  

Delaware  

District  of  Columbia 

Florida  

Georgia  

Hawaii  

Idaho  

Illinois   

Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine   

Maryland  

Massachusetts  

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada   

New  Hampshire  

New  Jersey   

New  Mexico  

New  York  

North  Carolina  

North  Dakota  

Ohio  

Oklahoma..-  

Oregon  

Pennsylvania  

Puerto  Rico  

Rhode  Island  

South  Carolina  

South  Dakota  

Tennessee  

Texas   

Utah  

Vermont  

Virgin  Islands  

Virginia  

Washington..  

West  Virginia  

Wisconsin  

Wyoming  


Family  consisting  of  mother 
(35),  boy  (14),  girl  (9), 
and  girl  (4),  and  living  in 
rented  quarters 2 


Total 
monthly  cost 
standard  for 
basic  needs 


(I) 


Highest 
monthly 

amount  pay- 
able for 

basic  needs » 

(H) 


$177.00 

$67.26 

38.0 

376.00 

140.00 

37.2 

232.00 

134.00 

57.8 

124.00 

71.00 

57.3 

229.40 

215.00 

93.7 

173.00 

141.62 

81.9 

230.35' 

230.35 

100.0 

214.00 

149.00 

69.6 

166.00 

166.00 

100.0 

201.00 

78.00 

38.8 

181.35 

109.00 

60.1 

197. 20 

197. 20 

100.0 

209.10 

201. 10 

96.2 

187.36 

187.  36 

100.0 

223. 87 

110.00 

49.1 

253. 70 

190.28 

75.0 

185.09 

185.09 

100.0 

193.00 

136.64 

70.8 

164.  75 

108.00 

65.6 

222.00 

124.00 

55.9 

167. 50 

167. 50 

100.0 

221.20 

221.20 

100.0 

223.00 

160.00 

71.7 

202.27 

202. 27 

100.0 

175. 62 

50.00 

28.5 

188.95 

110.00 

58.2 

216. 75 

216. 75 

100.0 

261.50 

130.00 

49.7 

259. 75 

120.00 

46.2 

183.00 

183.00 

100.0 

245. 80 

245. 80 

100.0 

195.  50 

185.72 

95.0 

255.65 

255.65 

100.0 

152.  50 

152.  50 

100.0 

233.00 

233.00 

100.0 

165.00 

142.  50 

86.4 

163.00 

163.00 

100.0 

198. 75 

185.24 

93.2 

163.40 

163. 40 

100.0 

82.26 

27.15 

33.0 

167.  55 

167.55 

100.0 

148.25 

72.00 

48.6 

225.50 

180.  40 

80.0 

160. 45 

100.00 

62.3 

153.95 

98.00 

63.7 

227.40 

176.00 

77.4 

213. 65 

140.00 

65.5 

104.00 

104.00 

100.0 

187.00 

162.50 

86.9 

238.30 

209. 70 

88.0 

143.97 

122.37 

85.0 

225.75 

225.75 

100.0 

229. 80 

200.00 

87.0 

1  Includes  data  for  53  States;  data  not  available  for  Guam. 

2  The  specified  type  of  family  is  assumed  to  need  amounts  for  rent  and  utilities  that  are  at  least  as  large 
as  the  maximum  (or  other)  amounts  reported  by  the  State  for  these  items.  The  family  is  also  assumed 
to  have  no  income  other  than  assistance. 

3  For  the  specified  type  of  family,  represents  the  smallest  of  the  following:  (1)  The  amount  of  the  State's 
usual  le?al  or  administrative  maximum  on  money  payments  to  recipients;  (2)  an  amount  resulting  from 
the  application  of  a  percentage  or  flat  reduction  to  the  amount  of  determined  need;  or  (3)  the  amount  of 
the  total  cost  standard  for  basic  needs  (for  States  with  usual  legal  or  administrative  maximums  above  the 
total  cost  standard  for  basic  needs  and  for  States  without  such  maximums) . 
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EXCERPTS  FROM  THE  MESSAGE  ON   OLDER  AMERICANS  DELIVERED  BY 
PRESIDENT  JOHNSON  JANUARY  23,  1967 

(1)  u Despite  these  improvements  in  social  security,  many  elderly 
Americans  will  continue  to  depend  on  public  assistance  payments  jor 
the  essentials  of  life.  Yet  these  welfare  programs  are  far  behind  the 
times.  While  many  States  have  recently  improved  their  eligibility  stand- 
ards for  medical  assistance,  their  regular  welfare  stzndards  are  woefully 
inadequate." 

"In  nine  States,  the  average  amounts  paid  for  old-age  assistance  are 
as  low  as  $50  a  month,  or  less." 

Average  payments  to  recipients,  October  1966: 


Fla   $48.  90 

Ga   47.  85 

Ind___   49.  00 


Maine  $50.  10 

Miss   39.  20 

Nebr   46.  20 


Oreg   $47.  50 

S.C   41.  30 

W.  Va   44.  75 


(2)  "  Twenty-seven  States  do  not  even  meet  their  own  minimum  stand- 
ards for  welfare  payments." 

Twenty-four  States  1  were  meeting  less  than  their  minimum  stand- 
ards (100  percent  of  basic  need)  according  tj  the  latest  bieanial 
report  (January  1965).  Figures  for  1967  are  not  available  but  wjuld 
probably  reflect  changes  in  some  States. 


State 


Alabama  

Alaska  

Arizona  .. 

Arkansas  

Delaware  

Florida  

Georgia  ... 

Indiana  ... 

Lentucky  

Louisiana  

Michigan  

Minnesota  

Mississippi  

Missouri  

Nebraska  

New  Mexico. .. 
South  Carolina 
South  Dakota. 

Tennessee  

Utah  

Vermont  

West  Virginia.. 

Wisconsin  

Wyoming  


Total  monthly 
cost  standard 

for  basic 

needs 


$117. 85 
221.00 
107.00 
83.00 
104.00 
111.00 
81. 10 
107.00 
84.00 
123.00 
108. 00 
96.20 
90.32 
89.00 
98.50 
107.00 
75.55 
101.90 
78.00 
100.75 
117.00 
62.69 
99.30 
132.00 


Percent  of 
full  need  met 
by  maximum 
payment  to 
recipient 


63.6 
49.8 
79.4 
88.0 
96.2 
63.1 
86.3 
65.4 
94.8 
66.7 
83.3 
73.8 
55.4 
78.7 
76.1 
91.1 
92.7 
99.0 
96.2 
81.4 
68.4 
85.0 
75.5 
75.8 


($75. 00) 

(110.  00) 
(85.  00) 
(73. 00) 

(100. 00) 
(70.  00) 
(70. 00) 
(70. 00) 
(79. 63) 
(82.  00) 
(90.  00) 
(71.  00) 
(50.  00) 
(70. 00) 
(75.  00) 
(97.  50) 
(70. 00) 

(100. 90) 
(75. 00) 
(82. 00) 
(80. 00) 
(53. 29) 
(75. 00) 

(100. 00) 


(3)  "The  Federal  Old- Age  Assistance  Act  allows  the  States  to  provide 
special  incentives  to  encourage  older  persons  on  welfare  to  seek  employ- 
ment. But  almost  half  the  States  have  not  taken  advantage  of  this  pro- 
vision.1 1 

Twenty-six  States  have  made  some  provision  for  exempting  earn- 
ings: Persons  65  years  and  older  can  keep  a  maximum  of  $50  of  the 
first  $80  earned  per  month  without  having  their  assistance  checks 
reduced. 


•  In  addition,  three  States  have  maximums  that  do  not  exceed  basic  needs  by  as  much  as  $12  and  thus 
cannot  meet  most  special  needs  (Colorado,  New  Hampshire,  Oklahoma). 
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Above  provision  in  effect  in  12  States:2 

Arkansas  Georgia  Massachusetts 

California  Hawaii  Ohio 

Delaware  Kentucky  Oklahoma 

Florida  Louisiana  Wisconsin 

Optional  provision  in  effect  (can  keep  a  maximum  of  $30  of  the  first 
$50  earned  per  month  without  having  their  assistance  checks  reduced) : 
14  States:2 

Illinois  Nevada  Vermont 

Kansas  New  Hampshire  Virginia  (disregards 

Maryland  North  Dakota  only    first    $10  a 

Missouri  Oregon  month) 

Montana  Pennsylvania  Washington 

Nebraska 

(4)  "To  make  vitally  needed  changes  in  public  assistance  laws,  I 
recommend  legislation  to  provided  that — 

"State  welfare  agencies  be  required  to  raise  cash  payments  to 
welfare  recipients  to  the  level  the  State  itself  sets  as  the  minimum  for 
subsistence;" 

The  States  listed  previously  (in  item  2)  would  have  to  remove 
their  limitations  on  payments  and/or  eliminate  percentage  reduc- 
tions which  have  been  applied  to  assistance  payments. 

(5)  "State  agencies  be  required  to  bring  these  minimum  standards  up  to 
date  annually:" 

About  half  the  States1  have  updated  their  minimum  standards 
this  year — but  do  not  do  so  annually. 

(6)  "Each  State  maintain  its  welfare  subsistence  standards  at  not  less 
than  two-thirds  the  level  set  for  medical  assistance:" 

For  example,  if  an  aged  person  living  alone  on  an  income  of 
$2,400  a  year  would  be  eligible  for  coverage  under  the  State's 
medical  assistance  program,  the  State's  standard  for  public 
assistance  payments  to  aged  persons  living  alone  would  have 
to  be  at  least  $1,600  a  year  (two-thirds  of  $2,400). 

(7)  "State  welfare  programs  be  required  to  establish  a  work-incentive 
provision  for  old-age  assistance  recipients:" 

Twenty-six  States  do  make  such  a  provision  for  old-age  assist- 
ance recipients.    (See  item  3,  above.) 

21.  Child  Welfare  Services 

Children  are  among  the  most  tragic  victims  of  the  tensions  of 
modern  life.  An  estimated  10,000  are  brutally  mistreated — some  even 
killed — by  parents  each  year.  Thousands  of  others  are  being  reared 
in  broken  homes  in  which  they  receive  too  little  care  because  parents 
are  mentally  ill  or  retarded,  or  in  trouble  themselves. 

Over  one-half  million  children  benefit  each  year  from  the  services  of 
professional  child  welfare  workers  with  public  agancies.  Whenever 
possible,  these  workers  enable  children  to  stay  in  their  own  homes. 
They  do  this  by  counseling  families  on  their  problems,  arranging  for 
visiting  housekeepers,  training  mothers  in  homemaking  and  child 
rearing,  providing  day  care  for  children  whose  mothers  must  work,  and 
in  other  ways. 

1  As  reported  Sept.  30, 1966. 
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When  home  care  is  impossible,  child  welfare  workers  arrange  for 
foster  or  adoptive  homes.  They  arrange  special  care  for  physically 
and  mentally  handicapped  children,  and  help  youngsters  who  have 
been  discharged  from  institutions. 

The  problem 

There  are  not  enough  child  welfare  services  to  meet  the  need: 
Children  in  more  than  1,000  counties  have  no  child  welfare 

services  available;  other  counties  have  too  few  workers. 

In  some  large  cities,  abandoned  babies  remain  in  hospitals 

because  of  the  lack  of  home-finding  services. 

Many  children  are  in  institutions  only  because  there  is  no  one 

to  locate  their  parents  or  find  suitable  foster  homes. 

Legislative  proposal 

The  President's  proposal  would  authorize  the  Federal  Government 
to  pay  States  75  percent  of  the  cost  of  employing  and  training  addition- 
al child  welfare  personnel,  the  same  percentage  it  now  pays  for  public 
assistance  services  in  public  welfare  agencies.  The  additional  Federal 
aid  would  enable  States  and  communities  to  provide  more  help  to 
more  children  who  need  better  care  and  protection. 

22.  National  Dental  Health  Program  for  Children 

Background  and  purpose 

Dental  decay  attacks  97  percent  of  the  children  in  this  country  by 
age  5  or  6.  By  age  15,  the  average  child  has  11  permanent  teeth 
damaged  or  destroyed.  Periodontal  disease,  which  usually  begins  in 
childhood,  becomes  the  major  oral  health  problem  and  the  principal 
cause  of  tooth  loss  in  adults. 

Of  all  children  between  the  ages  of  5  and  14,  45  percent  have  never 
seen  a  dentist.  Among  poor  children,  this  figure  is  65  percent;  among 
nonwhite  children,  more  than  70  percent.  Poor  children  have  five 
times  as  many  decayed  teeth  as  children  from  well-to-do  families. 

^Because  these  conditions  have  cumulative  destructive  effects,  the 
only  hope  of  solving  the  national  dental  problem  lies  in  preventing 
and  treating  dental  diseases  during  childhood,  when  they  are  most 
effectively  managed. 

A  full-scale  dental  program  for  children  could  prevent  a  repetition 
of  the  current  pattern  of  neglect  and  within  a  generation  could  reduce 
the  dental  problem  to  manageable  proportions.  However,  the  critical 
shortage  of  dentists  makes  it  impossible  to  establish  a  full-scale 
program  immediately.  To  meet  the  need,  the  Nation  will  need  to 
develop  new  systems  of  dental  care  and  to  train  large  numbers  of 
auxiliary  dental  personnel  to  assist  dentists. 

The  program 

The  proposed  dental  health  program  will  emphasize  several  activi- 
ties: a  pilot  program  of  dental  care  for  needy  children,  training  of 
auxiliary  dental  manpower,  model  dental  clinics,  and  expanded 
research. 

As  a  prelude  to  a  full-scale  national  program,  a  5-year  pilot  program 
will  be  conducted.  This  program,  beginning  in  1968,  will  provide 
dental  care  for  100,000  needy  first-grade  children  in  10  selected 
communities  and  will  continue  to  provide  them  with  care  over  a 
5-year  period.  The  program  will  demonstrate  the  effectiveness  of 
continued  care  beginning  at  an  early  age.  It  will  provide  information 
on  the  incidence  of  dental  diseases;  the  dental  manpower  required  for 
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initial  care  as  compared  with  maintenance  care;  and  the  costs  of 
providing  such  care.  An  important  aspect  of  the  program  will  be 
the  provision  of  opportunities  to  train  dental  auxiliaries  of  all  types 
and  to  develop  improved  training  methods. 

The  purpose  of  the  model  dental  clinics  to  be  developed  will  be  to 
explore  the  possibilities  of  expanding  community  dental  care. 

The  expanded  research  in  dental  care  will  emphasize  all  aspects  of 
applied  research,  including  new  types  of  materials  and  equipment, 
new  types  of  services  in  the  delivery  of  dental  care,  and  dental  health 
education  for  the  public. 

The  total  cost  of  the  proposed  program  is  estimated  at  $5  million 
for  the  first  year. 

23.  Expanded  Comprehensive  Health  Service  Programs  For 
Children  in  Low-Income  Areas 

Background 

One-third  of  the  preschool  children  who  need  treatment  for  eye 
difficulties  do  not  see  a  doctor;  3  million  children  who  need  glasses 
today  do  not  have  them.  One  out  of  every  four  18-year-olds  is  re- 
jected by  Selective  Service  for  orthopedic  or  hearing  defects  that 
could  have  been  prevented  or  corrected  through  proper  medical 
attention  in  earlier  years.  Forty-five  percent  of  the  children  in  the 
United  States  between  the  ages  of  5  and  14  have  never  seen  a  dentist, 
although  tooth  decay  attacks  97  percent  of  all  children  by  age  5  or  6. 

These  and  other  conditions  affecting  children  and  youth  can  be 
prevented  or  lessened  if  they  are  detected  early  enough  and  if  treat- 
ment is  provided. 

Among  poor  children,  the  number  of  conditions  that  remain  un- 
treated is  far  greater  than  among  the  children  of  well-to-do  families. 
In  low-income  areas,  6  out  of  every  10  children  who  suffer  from  one 
or  more  chronic  conditions  are  not  receiving  any  treatment. 

Program 

Under  the  1965  Social  Security  Amendments,  a  program  of  special 
project  grants  for  comprehensive  health  care  for  preschool  and  school- 
age  children  in  low-income  areas  was  authorized.  These  grants  are 
administered  by  the  Children's  Bureau.  They  support  up  to  75 
percent  of  the  cost  of  projects  which  provide  a  broad  range  of  screen- 
ing, diagnostic,  and  preventive  health  services,  corrective  treatment, 
and  dental  health  services  for  children  and  youth  from  1  to  18  who 
live  in  low-income  areas  and  would  not  otherwise  receive  such  care 
because  of  economic  or  other  reasons. 

At  the  beginning  of  1967,  there  were  28  such  projects  serving 
children  in  low-income  areas  in  18  cities  and  31  counties,  located  in 
17  States  and  the  District  of  Columbia.  About  1%  million  children 
under  18  live  in  the  deprived  areas  served  by  these  comprehensive 
health  care  projects. 

Expansion  of  services 

The  comprehensive  health  service  projects  are  having  a  marked 
beneficial  effect  in  the  areas  they  are  serving.  Appropriations  for 
this  program  were  increased  from  $15  million  in  fiscal  year  1966, 
the  first  year  of  the  program,  to  $35  million  in  fiscal  year  1967. 

In  order  to  expand  the  program  to  additional  areas — as  one  aspect 
of  the  Nation's  total  efforts  to  provide  more  adequate  health  care 
for  children — an  appropriation  of  $40  million  is  proposed  for  fiscal 
1968,  the  full  amount  authorized  in  the  present  law. 
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24.  Increased  Benefits  for  Children  Under  Social  Security 

At  the  beginning  of  this  year,  nearly  3.2  million  children  and  young 
people  were  receiving  child  benefits  under  social  security  because 
their  parents  are  retired,  disabled,  or  deceased.  Of  this  total,  some 
2.8  million  children  under  age  18  were  getting  about  $138  million  and 
another  0.4  million  young  people — full-time  students  between  the 
ages  of  18  and  22 — were  getting  about  $24  million  in  benefits. 

Under  President  Johnson's  proposal  for  a  15-percent  across-the- 
board  increase  in  social  security  benefits,  with  a  minimum  benefit 
for  a  retired  worker  of  $70,  an  additional  $350  million  in  benefits 
would  be  paid  to  children  and  young  people  in  the  first  full  year.  In 
addition,  the  social  security  survivorship  protection  that  is  now  avail- 
able to  more  than  95  out  of  100  mothers  and  young  children  in  the 
event  of  the  family  breadwinner's  death  would  be  substantially 
increased.  This  survivorship  protection  would  be  increased  not  only 
because  of  the  general  benefit  increase  but  also  because,  under  the 
proposed  increases  in  the  amount  of  annual  earnings  that  is  counted 
for  social  security  contributions  and  for  benefits,  higher  benefits 
based  on  higher  earnings  would  be  payable  to  the  survivors  of  current 
workers  who  earn  more  than  $6,600,  the  maximum  amount  that  can 
be  counted  for  benefits  under  present  law. 

President  Johnson  has  also  recommended  two  changes  in  the  law 
which  would  provide  social  security  benefits  for  children  who  are  not 
now  eligible  for  them.  Under  one  of  these  proposed  amendments, 
children  who  were  dependent  on  workers  other  than  their  parents — 
their  grandparents,  for  example — would  be  able  to  qualify  for  benefits 
based  on  the  social  security  earnings  record  of  the  relative  on  whom 
they  were  dependent.  Benefits  would  be  payable  to  a  child  on  the 
earnings  record  of  a  worker  other  than  his  parent  if  the  child  was 
related  to  the  worker  and  the  child  had  been  living  with  and  supported 
by  the  worker. 

Under  the  other  proposed  change,  benefits  would  be  payable  on  a 
deceased  worker's  earnings  record  to  a  child  adopted  by  the  surviving 
spouse  if,  before  the  worker's  death,  adoption  proceedings  had  been 
initiated  or  the  child  had  been  placed  in  the  worker's  home  for  adoption 
but  the  actual  adoption  was  not  completed  within  2  years  after  his 
death.  Under  the  present  law,  benefits  can  only  be  paid  if  the  child 
is  adopted  by  the  surviving  spouse  within  2  years  after  the  worker's 
death. 

These  two  proposed  amendments  to  the  social  security  law  would 
result  in  the  payment  of  $10  million  in  benefits  in  the  first  year  to 
15,000  children  who  cannot  now  receive  them. 

25.  Pilot  Projects  To  Find  and  Test  Improved  Methods  of 

Meeting  Health  Needs  of  Children 

Background 

To  bring  the  full  benefits  of  health  and  medical  care  to  all  children, 
under  present  procedures,  would  overtax  not  only  the  existing  supply 
of  health  and  medical  personnel  but  all  who  could  conceivably  by 
trained  by  traditional  methods. 

Consequently,  ways  must  be  found  to  use  skilled  personnel  more 
effectively  and  to  train  them  more  rapidly. 

Proposals 

In  the  pilot  projects  proposed  by  the  President,  there  would  be  an 
opportunity  to  devise,  test,  and  evaluate  various  ways  of  enabling  the 
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supply  of  health  personnel  to  meet  the  increased  demand  that  would 
result  if  all  children  were  provided  with  optimum  health  care  and 
medical  treatment  and  if  adequate  prenatal  care  were  insured  so  that 
every  child  would  have  the  best  possible  opportunity  of  being  born 
healthy. 

Systems  for  delivering  health  services :  team  combinations  of  pedia- 
tricians, nurses,  and  auxiliary  staff;  specialized  training  to  equip 
nurses  and  others  for  duties  they  do  not  customarily  perform — these 
are  illustrative  of  approaches  that  would  be  developed  and  evaluated. 

From  these  projects  should  come  practical  measures  which  can  be 
used  in  communities  throughout  the  Nation  to  obtain  the  manpower 
they  need  and  to  use  this  manpower  in  ways  that  will  assure  that 
every  American  child  will  grow  up  with  the  full  measure  of  health 
that  medical  science  can  offer. 

Estimated  cost  of  the  pilot  projects  is  $10  million. 

In  addition,  it  is  proposed  that  $3  million  be  added  to  other  health 
professions  educational  assistance  programs  in  order  to  aid  the  Na- 
tion's medical  schools  to  train  more  obstetricians,  pediatricians,  and 
family  physicians  and  to  assist  in  the  training  of  other  health  person- 
nel for  services  to  children. 

26.  Work  Incentive  Program 

Present  law 

Under  1965  legislation  States  can  permit  children  to  earn  up  to  $50 
a  month  per  child  (but  not  more  than  $150  a  month  by  the  children 
in  any  one  family)  without  having  the  family's  public  assistance 
check  reduced.  However,  no  such  allowance  can  now  be  made  for 
the  earnings  of  adults. 

Under  the  legislation,  19  States  and  the  District  of  Columbia  do  not 
reduce  this  family's  assistance  check  when  children  earn  small  sums  of 
money.    These  States  are : 

Arkansas 1  Hawaii  Massachusetts 

California  Illinois  Ohio 

Colorado  Kentucky  Oklahoma 

Delaware  Louisiana  South  Dakota 

Florida  Maine  Vermont 

Georgia  Maryland  Virginia 


Wisconsin 


Maximum  of  $85  on  earnings  of  children  in  one  family. 


Proposed  law 

The  President's  proposal  would  allow  adults  or  children  in  these 
families  to  earn  a  maximum  of  $50  a  month  each,  and  permit  a  com- 
bined family  earnings  total  of  $150  a  month,  with  no  reduction  in  the 
assistance  check.  The  estimated  Federal  cost  of  the  proposal  is  $25 
million  for  1968. 

27.  Finding  and  Treating  Health  Problems  of  Needy  Children 
Under  Medical  Assistance  (Title  XIX)  Program 

Background 

Twenty-five  States  are  now  operating  approved  medical  assistance 
programs  under  title  XIX  of  the  Social  Security  Act  which  was 
included  in  the  1965  Social  Security  Amendments. 

Of  these  25  States,  eight  limit  their  benefits  to  children  whose 
families  receive  public  assistance;  17  States  also  include  children  in 
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other  low-income  families  provided  a  parent  is  dead,  disabled,  or 
absent;  11  of  the  25  States  will  also  pay  for  medical  care  for  any 
child  whose  parents  cannot  afford  to  pay  for  the  treatment  he  needs. 

All  States  with  title  XIX  programs  must,  by  July  1,  1967,  pay  for 
four  types  of  services  for  children:  hospitalization,  outpatient  hospital 
care,  physicians'  services,  and  laboratory  tests  and  X-rays.  Most  of 
the  States  cover  some  additional  medical  needs  since,  under  this 
program,  services  provided  to  the  aged  must  also  be  available  to 
children. 

Although  only  seven  States  specifically  provide  for  preventive  care, 
which  could  cover  periodic  health  examinations  and  the  correction  of 
any  handicapping  conditions  found,  it  is  probable  that  some  other 
States  include  this  under  their  present  plans.  In  general,  however, 
States  tend  to  pay  only  for  treatment  of  conditions  that  are  of  such 
concern  to  the  parents  that  they  are  actively  seeking  medical  attention 
for  the  child.  It  is  indicative  of  the  limitations  of  present  services 
that,  even  under  title  XIX,  only  16  of  the  25  States  with  title  XIX 
programs  will  pay  for  eyeglasses  and  only  20  will  pay  for  dental  care. 

Inadequacy  of  present  expenditures  for  medical  assistance  for  needy 
children 

Families  with  dependent  children  comprise  over  half  the  people  who 
receive  public  assistance,  but  only  a  small  proportion  of  the  public 
assistance  funds  spent  for  medical  care  have  benefited  these  families. 

In  calendar  year  1965,  the  year  before  title  XIX  went  into  effect, 
almost  %\y2  bilfion  in  State  and  Federal  funds  (including  $602  million 
in  Federal  funds)  went  for  medical  care.  However,  only  about  $165 
million  of  this  amount  (including  $16K  million  in  Federal  funds)  went 
into  the  program  of  aid  to  families  with  dependent  children  (AFDC) 
which  served  more  than  1.1  million  needy  families  with  about  3.3 
million  children.  In  other  words,  while  families  receiving  public 
assistance  under  the  AFDC  program  comprised  over  50  percent  of  all 
public  assistance  recipients,  only  11  percent  of  the  public  assistance 
funds  spent  for  medical  care  benefited  these  children  and  their  parents. 

As  recently  as  September  1966,  four  States  (Arizona,  Delaware, 
Mississippi,  and  South  Carolina)  made  no  provision  for  medical  care 
for  dependent  children. 

Proposals 

To  help  meet  the  medical  needs  of  children  of  low-income  families 
more  adequately  in  fiscal  year  1968,  it  is  estimated  that  $221  million 
will  be  made  available  as  the  Federal  share  of  title  XIX  programs  that 
will  be  used  for  children.  The  availability  of  these  Federal  funds  is 
expected  to  generate  total  expenditures  of  approximately  $417  million 
in  Federal,  State,  and  local  funds  for  this  purpose. 

In  addition,  it  is  proposed  that  title  XIX  be  amended  to  require, 
effective  July  1,  1969,  that  States  operating  title  XIX  programs 
provide  early  and  periodic  screening  of  infants  and  children,  and 
treatment  and  care  for  defects  and  chronic  conditions  found. 

These  steps — together  with  the  proposed  increase  of  $15  million 
in  the  authorization  for  "Crippled  Children's  Services"  and  the 
requirement,  effective  July  1,  1967,  that  such  services  include  periodic 
screening  and  diagnosis — will  greatly  strengthen  the  Nation's  pro- 
gram to  assure  the  good  health  of  children  and  the  early  identification 
and  treatment  of  defects  and  chronic  conditions. 
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The  Chairman.  Today,  we  have  as  the  administration  witness, 
the  Honorable  John  W.  Gardner,  Secretary  of  Health,  Education,  and 
Welfare,  accompanied  by  the  Honorable  Wilbur  Cohen,  Under  Sec- 
retary of  Health,  Education,  and  Welfare;  the  Honorable 
Ralph  K.  Huitt,  Assistant  Secretary  of  Health,  Education,  and  Wel- 
fare; the  Honorable  Robert  M.  Ball,  Commissioner  of  Social  Security, 
and  I  see  Mr.  Charles  Hawkins  and  Mr.  Robert  Myers  also  with  us. 

We  appreciate  having  all  of  you  here  today.  In  addition,  we  will 
also  hear  this  morning  from  the  Honorable  Stanley  S.  Surrey,  Assist- 
ant Secretary  of  the  Treasury  for  Tax  Policy,  whose  testimony  will 
be  directed  toward  the  income  tax  proposals  contained  in  the  adminis- 
tration bill. 

The  Chair  would  like  to  suggest,  in  order  to  facilitate  the  testimony 
of  the  witnesses  and  the  questioning  by  members  of  the  committee, 
that  Secretary  Gardner  be  permitted  to  deliver  his  full  statement,  to 
be  followed  by  the  full  statement  of  Mr.  Surrey. 

It  is  my  understanding  also  that  Commissioner  Ball  has  prepared 
for  presentation  a  number  of  charts  and  that  he  would  like  to  present 
those  charts  following  Mr.  Surrey's  statement. 

Then  members  of  the  committeee  will  have  an  opportunity  to  begin 
their  questioning  of  the  Secretaries  and  Commissioner  Ball. 

It  is  my  further  suggestion  that  we  withhold  questions  on  the  in- 
come tax  aspects  of  the  proposal  until  we  can  direct  them  to  Mr. 
Surrey  either  sometime  tomorrow  morning  or  tomorrow  afternoon. 

Since  the  proposals  contained  in  the  bill  are  quite  far  reaching  and 
the  testimony  is  fairly  voluminous,  I  believe  that  this  procedure  will 
enable  us  to  obtain  a  better  and  more  complete  picture  of  the  proposed 
legislation  from  the  beginning.  If  there  is  no  objection  we  will  pro- 
ceed on  this  basis. 

Is  there  any  objection  ? 

None  is  heard. 

Our  first  witness  this  morning  will  be  the  Secretary  of  Health,  Edu- 
cation, and  Welfare,  the  Honorable  J ohn  W.  Gardner. 

Mr.  Secretary,  you  may  proceed  with  your  statement,  but  before 
doing  so,  let  me  take  occasion  to  welcome  you  to  the  committee. 

I  believe  this  is  your  first  appearance  before  us  in  a  public  hearing. 
We  commend  you  for  the  progress  that  you  have  made  in  the  Depart- 
ment since  becoming  Secretary  and  we  are  pleased  to  have  you  with 
us  and  you  are  recognized,  sir. 
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STATEMENTS  OF  HON.  JOHN  W.  GARDNER,  SECRETARY,  HEALTH, 
EDUCATION,  AND  WELFARE;  ACCOMPANIED  BY  HON.  WILBUR  J. 
COHEN,  UNDER  SECRETARY  FOR  HEALTH,  EDUCATION,  AND 
WELFARE;  HON.  RALPH  K.  HUITT,  ASSISTANT  SECRETARY  FOR 
LEGISLATION;  HON.  ROBERT  M.  BALL,  COMMISSIONER  OF  SOCIAL 
SECURITY;  ROBERT  J.  MYERS,  CHIEF  ACTUARY,  SOCIAL  SECU- 
RITY ADMINISTRATION;  AND  CHARLES  E.  HAWKINS,  LEGISLA- 
TIVE OFFICER  FOR  WELFARE  ADMINISTRATION 

Secretary  Gardner.  Mr.  Chairman  and  members  of  the  committee, 
this  is  my  first  appearance  before  your  committee.  Both  Mr.  Cohen 
and  Mr.  Ball  have  informed  me  of  the  extraordinarily  effective  work 
which  this  committee  has  performed  during  the  past  32  years  in  con- 
nection with  social  security  legislation.  And  I  have  had  ample  op- 
portunity to  observe  the  excellent  working  relationship  that  exists 
between  the  committee  and  the  Department  which  I  head.  President 
Johnson  has  recommended  to  the  Congress  this  year  in  H.E.  5710  a 
series  of  amendments  to  the  Social  Security  Act.  These  amendments 
will  substantially  increase  social  security  benefits,  and  will  broaden 
coverage  under  the  social  security  program. 

They  will  require  States  to  make  more  adequate  public  assistance 
payments.  They  will  offer  both  social  security  beneficiaries  and  as- 
sistance recipients  additional  work  incentives.  And  they  will  ex- 
pand health  and  welfare  services  for  children. 

Mr.  Chairman,  I  appear  before  you  today  in  support  of  H.R.  5710 
and  proposals  embodied  in  that  bill.  The  printed  report  published 
by  your  committee  gives  more  detailed  information  about  all  of  the 
amendments  we  are  recommending. 

Social  Security  Benefit  Increase 

The  President's  proposals  to  improve  the  social  insurance  program 
would  increase  benefit  expenditures  by  20  percent.  By  far  the  major 
portion  of  the  increase  would  be  for  a  general,  overall  benefit  increase. 

The  major  problem  with  our  social  security  program  today  is  that 
the  benefit  payments  are  too  low. 

The  social  security  program  is  our  basic  method  for  replacing  the 
income  a  worker  or  his  family  loses  when  he  retires,  becomes  disabled, 
or  dies.  Twenty-three  million  Americans  now  rely  on  it  for  their 
major  source  of  income.  Yet  under  the  present  benefit  levels,  more 
than  5  million  aged  beneficiaries  still  live  in  poverty.  A  substantial 
increase  is  essential. 

We  are  proposing  a  benefit  increase  of  at  least  15  percent  for  all 
persons,  with  an  increase  in  the  minimum  benefit  from  $44  to  $70. 

This  means  that  a  major  share  of  the  benefit  increase  would  go  to 
the  5  million  aged  beneficiaries  who  are  now  living  in  poverty.  Dur- 
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ing  the  first  12  months,  an  additional  $1.5  billion  in  cash  benefits 
would  go  to  these  needy  aged.  Our  proposed  increases  would  remove 
1.4  million  aged  people  from  poverty. 

In  addition  to  a  regular  minimum  benefit  of  $70,  we  are  recom- 
mending a  special  minimum  benefit  of  $100  for  persons  who  have 
worked  at  least  25  years  in  jobs  covered  by  social  security.  This  would 
give  some  recognition  to  those  who  have  worked  under  the  program 
for  many  years  at  very  low  wages. 

In  1965  and  1966,  the  Congress  provided  special  payments  to  certain 
persons  who  were  already  old  when  social  security  coverage  was 
broadly  extended  and  who  could  not  meet  the  regular  work  require- 
ments for  social  security  benefits.  We  are  proposing  that  the  present 
payments  of  $35  to  single  persons  be  raised  to  $50;  for  a  couple  the 
increase  would  be  from  $52.50  to  $75.  About  1.2  million  persons  would 
gain  from  this  proposal,  including  240,000  persons  not  now  receiving 
benefits  under  this  provision. 

To  provide  additional  financing  and  improve  the  benefit  structure, 
we  recommend  that  the  contribution  and  benefit  base  be  increased  in 
three  steps  from  the  present  $6,600  to  $10,800  by  1974.  For  persons 
avIio  will  work  under  these  new  higher  earnings  bases,  the  benefits  they 
receive  in  the  future  could  be  as  much  as  70  percent  higher  than  what 
they  would  receive  under  present  law.  Under  the  proposal,  those  who 
pay  more  over  a  longer  time  are  the  ones  who  receive  the  greater  pro- 
tection. The  ultimate  maximum  benefit  payable  to  a  worker  under  the 
$10,800  base  would  be  $288  a  month  compared  with  the  ultimate  maxi- 
mum of  $168  a  month  under  present  law. 

The  benefit  improvements  the  President  is  recommending  will  cost 
in  total  the  equivalent  of  about  iy2  percent  of  covered  payroll.  As  the 
committee  was  informed  last  year,  our  current  actuarial  cost  estimates 
for  the  cash  benefit  programs,  done  in  accordance  with  the  usual 
practice  of  making  a  basic  reevaluation  every  few  years,  show  that  the 
trust  funds  have  a  favorable  actuarial  balance  of  about  three- fourths 
of  1  percent  of  payroll.  With  your  permission,  Mr.  Chairman.  I 
would  like,  at  this  point,  to  submit  for  the  record,  actuarial  study  No. 
63,  prepared  by  the  Office  of  the  Actuary,  of  the  Social  Security  Ad- 
ministration, which  gives  the  underlying  basis  for  these  revised  cost 
estimates. 

The  Chairman.  Without  objection,  that  will  be  included  in  the 
record  at  this  time. 

(The  study  referred  to  follows :) 
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ong-Range  Cost 
Estimates  for  Old-Age, 
Survivors,  and 
Disability  Insurance 
System,  1966 


by  Robert  J.  Myers  and  Francisco  Bayo 


U.S.  Department  of  Health,  Education,  and  Welfare 

Social  Security  Administration  Office  of  the  Actuary 

ACTUARIAL  STUDY  NO.  63 
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This  study  has  been  issued  by  the  Office 
of  the  Actuary,  under  authority  delegated  by  the 
Commissioner  of  Social  Security. _  It  is  designed 
for  the  use  of  the  staff  of  the  Social  Security 
Administration  and  for  limited  circulation  to 
other  persons  in  administration,  insurance,  and 
research  concerned  with  the  subject  treated. 
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LONG-BAN (33  COST  ESTIMATES  FOR  OLD-AGE,  SURVIVORS, 
A3Di  DISABILITY  INSURANCE  SYSTEM,  1966 


A.  Introduction 


This  report  ia  the  ninth  in  a  series  of  Actuarial  Studies  dealing 
vith  the  actuarial  costs  of  the  Old-Age  and  Survivors  Insurance  program, 
and  the  third  to  glse  detailed  actuarial  cost  estimates  for  the  Disability 
Insurance  program    established  by  the  1956  Amendments.    The  estimates 
given  here  relate,  to,  tioa.  QASDI  cash-benefits  program  as  it  was  after  the 
significant  nffifrnflfflftniftR  of  1965>  valued  as  of  January  1,  196j.    No  esti- 
mates are  presented  heore  for  the  two  health  insurance  programs  (Hospital 
Insurance  and  Supplementary  Medical  Insurance)  established  by  the  1965 
Amendments* 

The  firsfe  coat  estimates  for  the  Old-Age  and  Survivors  Insurance 
program  were  developed-  at  the  time  the  legislation  introducing  survivor 
benefits  was  enacted.  (1939)  and  were  subsequently  presented  in  Actuarial 
Study  No.  Ik.    In.  the  second  of  this  series  (developed  in  19^42  and  pre- 
sented in  Actuarial  Study  No.  17),  estimates  were  made  on  the  basis  of  a 
certain  amount  of  actual  operating     data,  as  well  as  more  complete 
demographic  data  from  the  19**0  census  and  the  1935  Family  Composition 
Study. 

The  third  in  this  series  of  cost  estimates  was  developed  in  19k5-kk, 
and  was  published  as  Actuarial  Study  No.  19 .    This  differed  from  the  previous 
study  in  that,  not  only  were  there  available  more  experience  data,  but  also 
a  differential  average  wage  between  the  low-cost  and  high-cost  illustrations 
was  introduced.    Because  Actuarial  Study  No.  19  considered  the  terms  "low- 
cost"  and  "high-cost"  as  indicating  absolute  dollar  costs,  rather  than 
percentage  costs  relative  to  payroll,  certain  difficulties  of  interpretation 
and  analysis  arose.    Thus,  by  coincidence,  the  average  cost  of  the  benefits 
from  19^5  to  2000  without  interest  was  5* 6$  of  payroll  for  both  estimates, 
which  led  some  to  believe  erroneously  that,  although  the  dollar  costs  might 
have  a  range,  the  relative  costs  were  fairly  closely  predictable,  a  matter 
of  importance  in  estimating  the  necessary  contribution  rates. 

Actuarial  Study  No.  23  was  the  fourth  in  this  series  of  estimates. 
It  was  published  in  19^7  and  used  more  current  data  on  population,  wage 
levels,  etc.    Two  further  studies  were  prepared  for  and  printed  by  the  House 
Committee  on  Ways  and  Means,  dated  July  27,  1950  and  July  21,  1952,  relating 
to  the  1950  Amendments  and  1952  Amendments,  respectively. 

The  cost  estimates  presented  in  Actuarial  Study  No.  36  (published  in 
1953 )t  the  fifth  in  the  series,  related  to  the  1952  Amendments  and  correspond 
to  those  in  the  House  Committee  on  Ways  ana  Means  print  of  July  21,  1952, 
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but  differ  considerably  because  of  the  use  of  the  new  population  pro- 
jections (Actuarial  Study  No.  33)  and  revised  cost  factors.    3h  order 
to  have  appropriate  ranges  in  benefit  costs,  both  as  to  flollmr  amounts 
and  relative  to  payroll,  there  were  developed,  in  effect,  four  separate 
cost  illustrations*    On  the  one  hand,  the  low -employment  assumptions 
basis  which  was  used  was  somewhat  lower  than  full  employment  and  corre- 
sponded roughly,  on  the  average,  to  the  19UO-41  conditions  as  to  propor- 
tion of  population  in  covered  employment,  combined  with  wage  rates 
prevailing  in  the  same  period.    On  the  other  hand,  the  high -employment 
assumptions  basis  was  near-full  employment,  corresponding  closely  to 
conditions  Just  before  the  recession  that  was  then  occurring. 

When  cost  estimates  were  made  for  the  195^  legislation  as  it  was 
being  considered  by  the  Congress,  only  the  high -employment  assumptions 
were  used,  because  the  low-employment  assumptions  were  too  much  below 
actual  experience  to  appear  to  be  realistic.    Hie  subsequent  cost  esti- 
mates have  used  only  one  employment  assumption. 

Following  the  Conference  Committee  agreement  on  the  195^  Amendments, 
cost  estimates  were  developed  In  the  short  time  available  before  the 
President  signed  the  bill  and  were  published  as  a  committee  print  of  the 
House  Committee  on  Ways  and  Means,  dated  August  20,  195^-  Subsequently, 
these  cost  estimates  were  carried  out  on  a  more  complete  basis,  rather  than 
using  certain  approximations  and  short  cuts  that  were  necessary  in  the 
rapid  development  of  the  original  cost  estimates.    The  figures  in  this 
more  complete  cost  estimate  differed  only  slightly  from  the  original  esti- 
mates and  were  presented  in  Actuarial  Study  No.  39>  the  sixth  in  the  series. 

The  development  of  the  actuarial  cost  estimates  relating  to  the 
1956  Amendments  followed  a  similar  pattern.    Cost  estimates  were  prepared 
on  an  approximate  preliminary  basis  Immediately  after  agreement  was  reached 
by  the  Conference  Committee  and  were  published  as  a  committee  print  of  the 
House  Committee  on  Ways  and  Means,  dated  July  23,  1956.    The  more  refined 
cost  estimates  presented  In  Actuarial  Study  No.  frfl,  the  seventh  in  the 
series,  differed  from  the  preliminary  ones  to  a  greater  extent  than  was  the 
case  in  195^   because  of  the  use  of  revised  population  projections  (Actuarial 
Study  No.  46),  the  use  of  somewhat  higher  earnings  assumptions  (reflecting 
approximately  1956  earnings  levels,  whereas  the  figures  in  the  committee 
print  assumed  earnings  at  about  the  level  prevailing  in  1955).  and  a  con- 
siderable number  of  other  changes  in  basic  assumptions  and  methodology. 

Within  the  single  employment  assumption  of  Actuarial  Study  No.  48, 
there  were  two  separate  estimates:  (l)  using  "low-cost"  factors  {i.e., 
low  cost  relative  to  payroll)  as  to  fertility,  mortality,  retirement  rates, 
etc.;  and  (2)  using  "high-cost"  factors.  As  in  the  previous  studies,  the 
terms  "low-cost"  and  "high-cost"  apply  in  the  aggregate,  since  in  some  of 
the  component  parts  (e.g.,  child's  and  mother's  benefits)  the  costs  were 
shown  to  be  higher  for  the  "low-cost"  factors  than  for  the  "high-cost"  factors. 
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The  actuarial  cost  estimates  for  the  1958,  i960,  and  1961  Amendments 
were  contained  in  various  conmittee  prints  of  the  House  Committee  on  Ways 
and  Means.    In  addition,  the  annual  reports  of  the  Board  of  Trustees  of  the 
Old-Age  and  Survivors  Insurance  and  the  Disability  Insurance  Trust  Funds 
present  actuarial  cost  estimates  for  the  program;  these  incorporate  changes 
as  a  result  of  using  different  assumptions  based  on  the  developing  experience. 
Also,  it  should  be  pointed  out  that  Actuarial  Study  No.  *»9  (issued  in  May 
1959)  gave  an  extensive  description  of  the  methodology  involved  in  the  long- 
range  cost  estimates  then  current. 

New  OASDI  cost  estimates  were  prepared  in  1963  for  the  use  of  the 
1963  Advisory  Council  on  Social  Security  Financing.    These  were  published 
in  Actuarial  Study  No.  58  and  vere  based  on  the  population  projections  of 
Actuarial  Study  No.  46.    Some  minor  changes  were  made  in  the  methodology. 
Basic ally,  the  estimates  reflected  a  revision  of  the  earnings -level  assump- 
tion and  the  retirement-rates  assumption,  as  veil  as  all  the  other  factors 
involved  in  the  cost  analysis.    Specifically,  actual  experience  data  was 
used  for  the  first  time  for  disability  benefits  at  ages  below  50  and  for 
male  retirement  benefits  claimed  before  age  65. 

Detailed  cost  estimates  were  prepared  at  the  time  that  the  1965 
Amendments  were  being  considered.    The  estimates  for  the  final  bill  were 
prepared  for  the  House  Ways  and  Means  Committee  and  were  published  as  a 
committee  print,  dated  July  30,  1965*    These  estimates  were  based  on  the 
calculations  that  had  previously  been  published  in  Actuarial  Study  No.  58. 

The  cost  estimates  presented  in  this  study  are  based  on  a  complete 
updating  of  all  the  assumptions  involved,  including  the  new  set  of  popula- 
tion projections,  published  in  Actuarial  Study  No.  62.    A  detailed 
description  of  the  methodology  followed  (which  does  not  differ  greatly  from 
that  in  Actuarial  Study  No.  k$)  will  be  published  shortly  as  an  actuarial 
study. 

An  important  element  affecting  Old-Age,  Survivors,  Disability,  and 
Hospital  Insurance  (OASDHI)  costs  arose  through  amendments  made  to  the 
Railroad  Retirement  Act  beginning  in  1951*    These  provide  for  a  coordination 
of  Railroad  Retirement  compensation  and  OASDHI  covered  earnings  in  determi- 
ning all  survivor  benefits,  and  also  retirement  benefits  for  those  with 
less  than  10  years  of  railroad  service  and,  in  addition,  hospital  benefits 
to  persons  aged  65  and  over.    In  fact,  all  future  survivor  and  retirement 
cases  involving  less  than  10  years  of  railroad  service  are  to  be  paid  by 
the  OASDHI  system. 

Financial  Interchange  provisions  are  established  such  that  the  Old- 
Age  and  Survivors  Insurance  Trust  Fund,  the  Disability  Insurance  Trust  Fund 
and  the  Hospital  Insurance  Trust  Fund  are  to  be  placed  in  the  same  financial 
position  as  if  there  never  had  been  a  separate  Railroad  Retirement  program 
and  as  if  railroad  employment  had  been  covered  under  OASDHI.    It  is  estimated 
that  the  net  effect  of  these  provisions  will  be  a  relatively  small  loss  to 
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the  OASDHI  system  since  the  contributions  from  railroad  work  will  be  some- 
what smaller  than  the  net  additional  benefits  paid  on  the  basis  of  railroad 
earnings.    The  long-range  costs  developed  here  for  the  operation  of  the 
OAS I  and  DI  Trust  Funds  are  on  the  basis,  as  provided  in  the  law,  that  all 
railroad  employment  be  considered  (beginning  with  1957)  covered  employment, 
with  the  effect  of  the  financial  interchange  provision  being  shown  as  a 
separate  item  within  the  transactions  of  the  funds.    All  the  figures  in  this 
study  are  for  direct  OASDI  coverage  and  benefit  payments  and  do  not  include 
the  railroad  experience.    The  values  for  the  railroad  financial  interchange 
provisions  are  treated  as  separate  items. 
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B.    Basle  Assumptions 


The  various  assumptions  have  "been  selected  so  as  to  be  consistent 
with  the  actual  operating  data  and  with  other  assumptions,  and  at  the  same 
time  so  as  to  represent  a  reasonable  range  for  the  element  under  considera- 
tion.   As  in  previous  studies,  the  figures  developed  do  not  represent  the 
widest  possible  range  that  could  reasonably  be  anticipated,  but  rather  our 
studied  opinions  as  to  a  plausible  range.    For  a  more  detailed  analysis  of 
items  (l),  (2),  (3),  and  \k)  below,  see  Actuarial  Study  No.  62.    The  various 
basic  assumptions  are: 

(1)  Mortality 

The  low-cost  and  high-cost  estimates  are  both  based  on  decreasing 
rates  of  mortality  to  the  year  2000  and  level  thereafter,  with  the  decrease 
in  the  low-cost  estimate  being  equal  to  50$  of  the  decrease  in  the  high- 
cost  estimate.    Assumptions  as  to  mortality  declines  are  based  on  analysis 
of  recent  mortality  data  by  age,  sex,  and  major  groups  of  causes  of  death. 

(2)  Birth  Rates 

The  low-cost  estimate  assumes  age-specific  birth  rates  that  decline 
gradually  from  the  1965  values  to  a  level  equivalent  to  a  total  fertility 
rate  of  2,800  per  1,000  women  in  1985*    For  the  high-cost  estimate,  the 
decline  is  assumed  to  reach  a  level  of  2,500  per  1,000  women  in  2010.  By 
"total  fertility  rate"  is  meant  the  number  of  babies  that  a  woman  will  have 
had  by  the  end  of  her  child-bearing  period  if  she  were  subject  to  the  age- 
specific  fertility  rates  specified. 

(3)  Migration 

For  both  the  low-cost  and  high-cost  estimates,  it  was  assumed  there 
would  be  about  1f00,000  net  Immigrants  per  year  for  all  years  in  the  future. 

(U)  Population 

The  above  assumptions  as  to  fertility,  mortality,  and  migration — 
when  applied  to  the  existing  population—yield  the  basic  population  pro- 
jections.   At  the  time  this  study  was  begun,  estimates  of  the  U.S.  popula- 
tion as  of  July  1,  1965 >  subdivided  by  age  and  sex,  were  available.  These 
were  used  as  the  starting  point  for  the  projections,  after  an  adjustment 
for  net  census  underenumeration  and  for  the  difference  in  area  coverage 
between  the  census  and  the  OASDHI  coverage. 

Table  1  summarizes  the  two  population  projections.    It  will  be 
observed  that  the  population  for  all  ages  combined  does  not  show  a  very 
wide  range  as  between  the  low-cost  and  high-cost  assumptions  In  the  early 
years,  but  ultimately  (in  the  year  2050)  the  low -cost  population  is  about 
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btyfc  greater  than  the  high -cost  one.    The  high -cost  projection  has  nearly 
the  same  number  of  aged  persons  as  the  low-cost  projection.    Both  projec- 
tions have  about  the  same  population  in  the  productive  years  during  the 
early  period,  but  due  to  lover  fertility  assumptions,  the  high-cost  pro- 
jection eventually  has  fewer  people  in  this  age  group.    For  the  year  2050, 
those  aged  65  and  over  represent  10.  k$  of  the  total  population  for  the 
low-cost  projection  as  contrasted  with  lk,&f>  for  the  high -cost  projection. 
Thus,  in  contrast  with  1950,  when  the  corresponding  figure  was  8.0$,  there 
is  a  relative  increase  in  the  proportion  of  the  aged  of  about  30$  for  the 
low-cost  projection  and  82$  for  the  high-cost  one.    In  the  100-year  period 
preceding  1950,  the  actual  relative  Increase  was  about  225$. 

(5)  Employment 

In  developing  bases  for  estimating  both  payrolls  and  insured  popula- 
tions, it  is  necessary  to  have  the  proportion  of  *the  total  population 

in  covered  employment  in  a  given  year,  by  age  and  sex.    Valuable  guides 
toward  developing  assumed  ratios  exist  in  the  form  of  (a)  the  actual  coverage 
data  for  recent  years  and  (b)  labor  force  data  and  projections  published  by 
the  Department  of  Labor.    Roughly  speaking,  it  has  been  assumed  that,  over 
the  long  range,  the  average  unemployment  rate  will  be  about  32$° 

Table  2  shows  the  assumed  ratios  of  persons  with  earnings  credits 
in  the  year  to  total  population  for  quinquennial  age  groups  for  three 
illustrative  years  (there  are  no  changes  assumed  after  the  year  2000).  For 
the  aged  groups,  under  the  high -employment  assumptions,  the  favorable 
employment  opportunities,  combined  with  good  health  and  a  philosophy  of 
desiring  to  continue  at  work,  might  result  in  a  retirement  postponement; 
conversely,  the  increasing  availability  of  supplementary  old-age  benefits 
from  private  pension  plans  might  hasten  retirement  (even  under  high- 
employment  conditions). 

(6)  Taxable  Earnings  for  Male  and  Female  Workers 

Male  workers  are  assumed  to  have  average  annual  taxable  earnings  of 
$4,355.    For  women,  the  corresponding  figure  is  $2,^35.    As  in  previous 
studies,  no  age  differential  in  earnings  is  used,  because  the  relatively 
small  variations  existing  for  the  vast  majority  of  employees  (those  between 
ages  25  and  65)  do  not  warrant  the  additional  computation.    It  will  be 
observed  that,  due  to  a  projected  higher  participation  of  females  in  the 
labor  force,  the  average  taxable  earnings  for  both  sexes  combined  shows  a 
tendency  to  decrease. 

These  earnings  correspond  to  the  estimated  averages  for  1966  and 
are  assumed  to  be  level  into  the  future.    In  a  subsequent  section,  the  use 
of  an  increasing-earnings  assumption  will  be  discussed. 

(7)  Taxable  Payroll 

By  applying  the  previous  assumptions  as  to  covered  employment  and 
average  earnings  to  the  population  projections,  there  are  obtained  the 
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total  numbers  of  persons  with  credited  earnings  in  various  years  and  the 
aggregate  amounts  of  such  earnings.    The  resulting  data  for  selected  years 
are  shown  in  Table  3>  along  with  the  developed  averages  for  persons  with 
any  taxable  earnings  in  the  year.    The  numbers  of  persons  with  earnings 
in  the  year  are  somewhat  lower  for  the  high-cost  assumptions  than  for  the 
low-cost  ones.    This  results  from  the  fact  mentioned  previously — mnely, 
that  under  the  low-cost  assumptions    there  is  assumed  higher  fert-.  -.ty, 
which  produces  eventually  greater  numbers  of  persons  in  the  productive  ages. 

(8)    Insured  Population 

From  the  most  recent  actual  data  on  insured  workers  and  the  assump- 
tions as  to  the  proportions  of  the  population  in  covered  employment,  there 
may  be  developed,  by  diagonal  projection  and  general  reasoning,  the  assumed 
proportions  of  the  total  population  who  are  insured.    As  generally  used 
here,  the  term  "insured"  includes  both  "fully  insured"  and  "currently 
insured  only",  but  thv.  latter  category  is  relatively  unimportant  costwise 
and  has  been  disregarded  in  this  study. 

Although  only  a  single  set  of  assumptions  was  used  as  to  covered 
employment  at  most  ages,  a  range  is  necessary  in  the  proportions  having 
insured  6tatus  (resulting  from  the  cumulative  effect  of  employment), 
because  of  the  uncertainty  involved  in  the  extent  of  year-by-year  progression 
of  covered  employment  as  between  individuals.    Table  h  shows,  for 
selected  years,  the  resulting  percentages  of  the  total  population  that  are 
insured.    The  lower  figure  of  the  range  in  each  case  applies  to  the  low-cost 
estimate,  while  the  higher  figure  is  used  in  the  high -cost  estimate.  A 
constant  figure  at  all  ages  is  reached  by  2005  for  males  and  by  20^5  for 
females. 

By  applying  the  assumed  proportions  insured  to  the  population  pro- 
jections, there  are  obtained  the  estimated  insured  populations  shown  in 
Table  5  (note  that  the  term  "insured  population"  includes  only  persons  who 
are  "insured"  as  a  result  of  their  own  earnings  credits,  and  not  wives  and 
widows  of  "insured"  workers  who  do  not  have  insured  status  based  on  their 
own  earnings  record).    Although  the  insured  population  for  all  ages  combined 
increases  by  about  l45-l60#  in  the  next  60  years,  the  insured  population 
aged  65  and  over  increases  by  21*0-290$.    It  should  be  observed  that  the 
increment  is  higher  for  females  than  for  males. 

,(9)    Marital  Status 

Assumptions  as  to  marital  status  are  necessary  in  estimating  the 
costs  of  the  various  supplementary  and  survivor  benefits.    The  various 
assumptions  both  for  men  and  women  are  based  on  census  data  and  on  actual 
claims  data.    The  assumed  proportion  married  in  the  future  is  adjusted 
upward  at  the  older  ages  to  allow  for  the  effect  of  assumed  improved  mor- 
tality (resulting  in  fewer  early  broken  marriages);  the  adjustment  in  the 
high-cost  estimate  is  greater.    Assumptions  as  to  relative  ages  of  husband 
and  wife  are  based  on  census  data  and  on  actual  claims  data. 
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(10)  Child's  and  Mother's  Benefits 

Projected  numbers  of  child  survivor  beneficiaries  are  obtained  from 
projections  of  the  population  under  age  22  by  estimating  the  proportion  of 
such  children  in  each  future  quinquennial  year  who  will  be  orphans  of 
insured  workers.    For  those  aged  18-21,  an  adjustment  is  made  to  take  into 
consideration  the  requirement  that  they  be  full-time  students.    The  method 
used  for  estimating  benefit  payments  to  child  survivors  and  their  mothers 
involves  the  implicit  assumption  that  both  the  distribution  of  family 
patterns  reflected  in  recent  claims  statistics  and  the  current  remarriage 
rates  of  mothers  will  continue  to  prevail  in  the  future.    Mother  bene- 
ficiaries are  obtained  by  multiplying  the  child  beneficiaries  under  age  18 
by  a  factor  which  is  based  on  current  experience. 

(11)  Parent's  Benefits 

This  relatively  minor  category  is  difficult  to  estimate.    As  more 
and  more  of  the  aged  become  eligible  for  old-age,  wife's,  or  widow's  bene- 
fits, the  number  eligible  for  parent's  benefits  will  be  relatively  lower. 
Because  of  the  relative  unimportance  of  this  category,  its  size  has  been 
roughly  estimated  by  assuming  that  the  number  of  parent  beneficiaries  will 
bear  a  constant  ratio  to  the  number  of  persons  aged  62  and  over  who  are  not 
eligible  for  any  other  OASDI  benefit. 

(12)  Proportion  of  Eligible  Persons  Who  are  Beneficiaries 

For  the  various  beneficiary  categories,  a  considerable  reduction  in 
disbursements  occurs  because  individuals  who  are  otherwise  eligible  for 
monthly  benefits  are  engaged  in  substantial  employment  and  do  not  receive 
benefits  (or  do  not  receive  full  benefits)  because  of  the  earnings  test. 
In  some  instances    benefits  are  withheld  from  beneficiaries  who  are  "entitled", 
while  in  other  cases  the  potential  beneficiary  never  files  (notably  in  the 
case  of  mother's  benefits  in  families  where  there  are  sufficient  children 
to  obtain  a  maximum  or  near-maximum  benefit  anyhow). 

The  effect  of  employment  in  reducing  benefit  costs  is  most  important 
in  connection  with  old-age  benefits  and  wife's  benefits.    Table  6  shows  the 
percentages  of  aged  insured  workers  receiving  old-age  benefits  in  selected 
years,  and  Table  7  shows  similar  percentages  by  separate  age  groups  (in- 
cluding ages  62-64).    The  increase  in  these  percentages  with  time  is  due 
primarily  to  the  fact  that  there  is  a  growing  proportion  of  persons  who  are 
not  currently  in  covered  employment,  but  who  are  insured  on  the  basis  of 
earnings  in  the  past.    It  is  assumed  that,  in  the  future,  all  eligible  aged 
widows  who  are  not  insured  on  their  own  account  will  receive  benefits,  and 
that  no  children  and  no  wives  will  lose  dependent's  benefits  because  of 
their  own  work  (wives  who  have  larger  benefits  based  on  their  own  earnings 
record  than  their  wife's  benefits  are  not  shown  as  receiving  wife's  benefits, 
and  it  is  this  category  that  is  most  likely  to  be  working  beyond  the  minimum 
retirement  age).    Implicitly,  it  is  assumed  that  the  percentage  of  eligible 
mothers  who  receive  benefits  remains  at  the  present  level. 


-  8  - 


SOCIAL  SECURITY  AMENDMENTS  OF  19G7 


145 


(13)    Alternative  Receipt  of  Benefits 

A  very  important  cost  element  several  decades  hence,  although  not 
as  important  currently,  is  the  provision  that  women  may  not  receive  full 
old-age  benefits  in  their  own  right  and  full  wife's,  widow's  or  parent's 
benefits  (also  applicable  to  men  with  respect  to  their  corresponding  bene- 
fits).   In  effect,  in  such  cases  the  larger  of  the  two  benefits  is  payable. 
For  the  cost  estimates,  it  was  assumed  that  these  women  will  file  for  the 
widow's  benefits  only  after  filing  for  the  old-age  benefit.    For  wives,  it 
is  a  legal  requirement  that  they  file  for  old-age  benefits  upon  filing  for 
their  wife's  benefit.    In  all,  cases,  it  is  assumed  that  they  receive  the 
excess  of  such  benefits  over  their  old-age  benefits  as  a  supplement. 

Die  number  of  women  qualified  for  both  old-age  benefits  and  wife's 
or  widow's  benefits  has  been  estimated  by  assuming  that  in  the  ultimate 
year  90$  of  all  the  females  who  are  neither  married  nor  widowed  are  eligible 
for  old-age  benefits  and  that,  with  the  increasing  participation  of  married 
women  in  the  labor  force,  their  proportion  insured  at  any  particular  age 
will  eventually  reach  the  same  levels  as  for  widows  of  the  same  age.  For 
the  early  years,  it  was  assumed  that  widows  are  between  two  and  three  times 
as  likely  as  married  females  to  be  insured.    Then,  based  on  claims  data, 
with  certain  modifications  to  allow  for  changes  in  future  distributions, 
estimates  have  been  made  as  to  the  proportions  of  the  cases  in  which  the 
female  old-age  benefit  will  be  smaller  than  the  widow's  benefit  or  the  wife's 
benefit,  as  the  case  may  be,  and  then  for  such  cases  what  will  be  the  average 
excess  of  the  dependents  benefit  over  the  primary  benefit. 

(lU)    Average  Benefits 

An  estimate,  by  sex,  was  made  of  the  average  monthly  wage  of  insured 
workers  who  retire  far  enough  in  the  future  so  that  the  1966  earnings  level 
and  the  ultimate  percentages  of  the  population  in  covered  employment  will 
have  been  in  effect  throughout  their  working  life.    The  effects  of  the  5 -year 
dropout  and  the  disability  freeze  were  taken  into  account.    The  ultimate 
average  PIA  for  each  sex  was  then  calculated  from  the  benefit  formula,  using 
the  estimated  AMW. 

The  resulting  PIA's  were  then  subdivided  into  two  groups — one  for  those 
who  retire  with  a  full  benefit  after  age  65,  and  the  second  for  those  who 
retire  with  a  reduced  benefit  before  age  65.    It  was  assumed,  based  on  current 
statistics,  that  hyfc  of  the  males  and  60$  of  the  females  retire  before  age 
65  with  actuarially-reduced  benefits.    The  average  PIA  for  the  early  retirees 
was   assumed,  according  to  recent  data,  to  be  lower  than  that  for  the  retirees 
at  age  65  and  over  by  10$  for  females  and  15$  for  males.    The  larger  difference 
for  males  is  principally  due  to  the  fact  that  their  AMW  is  computed  to  age  65 
(assuming  no  earnings  for  years  not  yet  lived),  while  for  females  the  computa- 
tion point  is  age  62.    Their  average  benefits  were  determined  by  estimating 
the  average  reduction  factor,  taking  into  account  the  age  distribution  at 
time  of  retirement. 
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The  ultimate  average  PIA'e  and  benefits  are  as  follows: 


Item 

Low- 

Coat 

High 

Cost 

Male 

Female 

Ifrxle 

Female 

Age  65  and 

over,  annual  PIA 

$1,110 

$1,61+5 

$1,075 

Age  62 -6h, 

annual  PIA 

1,^5 

1,000 

1,1+00 

965 

Age  62 -61+, 

annual  benefit 

1,152 

820 

1,11+8 

791 

The  high-cost  figures  are  slightly  lover  than  the  low-cost  ones  because, 
since  there  is  a  relatively  larger  number  of  insured  workers  in  the  high- 
cost  estimate,  they  must  have  a  smaller  average  amount  of  coverage. 

In  obtaining  the  ultimate  average  benefits  for  survivors  and 
dependents,  the  reductions  in  benefits  because  of  the  family  maximum  and 
because  of  early  retirement  were  taken  into  account. 

Average  benefits  were  graded  from  presently  prevailing  figures  into 
the  ultimate  ones  for  all  beneficiary  categories. 

(15)  Benefit  Payments 

The  benefit  payments  for  each  category  of  benefit  was  calculated  as 
the  product  of  the  number  of  beneficiaries  and  their  average  benefit.  An 
adjustment  was  made  for  the  retroactive  payment  of  benefits.     In  accordance 
with  the  law,  benefits  can  be  claimed  with  up  to  12  months  of  retroactivity. 
Also,  in  many  cases  a  new  beneficiary  receives  a  first  check  for  two  or  more 
months  of  benefits  due  to  a  delayed  award  or  to  the  normal  time  that  it  takes 
to  process  a  claim. 

(16)  Administrative  Expenses 

After  study  of  the  various  elements  involved,  it  is  believed  desirable 
to  base  the  assumed  administrative  cost  on  two  factors — the  number  of  persons 
having  any  covered  employment  in  a  given  year  and  the  number  of  monthly 
beneficiaries.    Hie  estimated  annual  administrative  expenses  for  future  years 
were  obtained  from  the  following  relationships : 

Low-cost  estimate — $11.50  per  monthly  beneficiary, 
plus  $1.35  per  covered  person; 

HI gh-co8t  estimate- -$11. 8p  per  monthly  beneficiary, 
plus  $1.75  per  covered  person. 

(17)  Contributions 

The  previous  discussion  as  to  earnings  and  payroll  dealt  solely  with 
taxable  earnings.    However,  the  effective  payroll  on  which  contributions  are 
based  is  slightly  lower  for  several  reasons.    Although  taxes  are  collected 
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up  to  the  annual  earnings  base  ($6,600  from  1966  on)  from  each  employer 
and  employee,  there  are  cases  in  which  an  employee  has  more  than  one 
employer  during  the  course  of  a  year,  and  excess  taxes  are  withheld  from 
his  pay.    In  such  cases,  the  employee  contributions  for  wages  in  excess 
of  $6,600  are  refundable  but  the  matching  amounts  collected  from  the 
employers  are  not.    Also,  in  the  coverage  of  tips,  the  taxes  are  collected 
only  from  the  employees,  there  being  no  tax  on   the  employer  for  the  tips. 
According  to  an  analysis  of  past  experience  of  multiple -employer  employment 
and  according  to  estimates  of  covered  tips,  it  was  assumed  that  1.8$  of  the 
taxable  wages  will  be  taxable  at  half  the  combined  employer-employee  rate. 
In  addition,  it  was  assumed,  after  an  analysis  of  recent  trends,  that  7*5$ 
of  the  taxable  earnings  will  be  due  to  self-employed  workers,  who  contribute 
at  a  rate  roughly  equal  to  l£  times  the  employee  rate  up  to  1972  and  some- 
what less  than  this  in  1973  and  after.    Allowance  was  also  made  for  the  fact 
that  a  portion  of  the  contributions  collected  in  a  given  year  are  based  on 
the  earnings  of  the  preceding  year. 

(18)  Disability  Rates 

Estimates  of  the  future  cost  of  the  Disability  Insurance  program  have 
been  based  on  the  same  general  assumptions  as  were  used  in  the  estimates 
prepared  at  the  time  of  the  1956  Amendments,  but  with  some  modifications  to 
reflect  the  available  experience. 

She  numbers  of  persons  receiving  monthly  disability  benefits  are 
estimated  by  applying  prevalence  rates  (by  age  and  sex)  to  the  population 
Insured  for  disability.    These  prevalence  rates  (number  of  beneficiaries 
per  1,000  workers  insured)  were  initially  developed  from  disability  incidence 
rates  based  on  the  so-called  165$  modification  of  the  Class  3  incidence  rates 
and  from  192^^-27  German  social  insurance  experience  and  Class  3  termination 
rates. 

The  prevalence  rates  resulting  from  the  assumed  incidence  and  termina- 
tion rates  were  then  adjusted  to  reflect  the  latest  available  experience  of 
the  program.    In  accordance  with  current  experience,  the  prevalence  rates 
for  females  were  assumed  to  be  80$  of  those  used  for  males. 

(19)  Interest  Rate 

Ifcder  the  present  law,  which  was  amended  in  this  respect  in  i960,  the 
Interest  rate  for  the  special  issues  to  the  OASDI  Trust  Funds  is  based  on 
the  average  yield  of  all  marketable  obligations  of  the  United  States  Govern- 
ment not  due  or  callable  for  at  least  h  years. 

As  a  result  of  the  provision  as  to  interest  rates  prevailing  prior 
to  the  i960  Amendments,  the  average  yield  of  the  total  investments  currently 
held  by  the  trust  funds  is  about  3»6$,  but  for  new  investments  the  trust 
funds  are  currently  obtaining  about  5$  to  5^. 
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An  interest  rate  of  5»75#  has,  therefore,  been  assumed  for  the 
intermediate-cost  estimate,  while  the  rates  for  the  low-cost  and  high-cost 
estimates  are  assumed  at  ^.25$  and  3.25$,  respectively. 


-  12  - 


SOCIAL  SECURITY  AMENDMENTS  OF  190" 


149 


C.    Results  of  Cost  Estimates  under  Level  Earnings  Assumption 


Table  8  shovs  the  actual  and  estimated  numbers  of  aged  monthly 
beneficiaries  (including  females  aged  62-6H-  in  1957  and  after,  males  aged 
62-6^  in  1962  and  after,  and  widows  aged  60-61  in  I966  and  after)  in 
current  payment  status.    During  the  next  60  years,  such  beneficiaries  are 
shown  to  increase  from  the  present  level  of  16  million  to  a  range  of  from 
h6  to  51  million  ultimately.    At  that  time,  male  old-age  beneficiaries 
(retired  workers)  make  up  somewhat  over  1*0$  of  the  total,  female  old-age 
beneficiaries  somewhat  over  ^2$,  wife  beneficiaries  not  eligible  for  old- 
age  benefits  about  7$>  widow  beneficiaries  not  eligible  for  old-age  benefits 
about  11$,  and  parent  beneficiaries  only  .1$.    The  proportion  of  old-age 
beneficiaries  who  are  women  increases  from  38$  in  1966  to  about  51$  in  the 
year  2025. 

In  Tables  8-11,  the  projected  numbers  of  beneficiaries  in  current 
payment  status  are  based  on  the  assumption  that  there  will  be  a  reduction 
in  the  retroactivity  of  the  first  payments.    Currently,  the  benefit  payments 
in  each  month  include  substantial  amounts  of  retroactive  payments  to  bene- 
ficiaries to  whom  awards  were  made  subsequent  to  the  month  of  entitlement 
to  benefits.    Thus,  current  data  as  to  the  number  of  beneficiaries  in  current 
payment  status  in  a  given  month  significantly  understate  the  number  of  persons 
who  will  eventually  receive  benefits  for  that  month. 

Table  9  relates  the  estimated  total  number  of  monthly  beneficiaries 
aged  65  and  over  to  the  total  population  aged  65  and  ever,  by  sex.  Whereas 
at  the  beginning  of  1966,  about  77$  of  all  aged  men  and  7*$  of  all  aged 
women  were  actually  drawing  benefits,  eventually  this  proportion  is  shown 
to  range  from  86$  to  91$/  depending  on  the  age  structure  of  the  population. 
The  difference  between  these  figures  and  100$  is  accounted  for  by  (a)  persons 
not  eligible  for  benefits  and  (b)  persons  eligible  for  benefits,  but  not 
receiving  them  because  of  the  earnings  test. 

Table  10  shows  for  various  future  years  the  estimated  0ASI  monthly 
beneficiaries  under  retirement  age  who  are  in  current  payment  status,  as 
well  as  the  actual  data  for  1956-66,  while  Table  11  gives  corresponding 
figures  for  the  DI  program.    All  categories  show  a  decided  increase  in 
future  years,  except  for  mother  and  child  survivor  beneficiaries;  these 
latter  categories  remain  relatively  level  after  I966  due  to  the  lower 
fertility  and  mortality  assumptions,  both  of  which  mean  fewer  survivor 
children  created.    Table  10  also  gives  the  estimated  number  of  lump-sum 
death  payments,  which  for  both  estimates  increases  steadily  as  the  insured 
population  grows  and  becomes  older  on  the  average. 

Table  12  shows  the  estimated  amount  of  overlapping  for  female  bene- 
ficiaries as  between  old-age  benefits  and  wife's  or  widow's  benefits.  In 
the  early  years    there  are  not  many  cases  of  such  overlapping,  since  relatively 
few  of  the  current  older  married  women  worked  sufficiently  in  covered 
employment  to  become  insured  for  old-age  benefits.    However,  in  later  years 
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many  aged  married  women  will  possess  insured  status  for  old-age  benefits  on 
account  of  employment  at  the  younger  ages,  either  before  or  shortly  after 
marriage.    Likewise,  eventually  many  widows  will  qualify  for  old-age  bene- 
fits by  reason  of  employment,  generally  while  single  or  after  the  death  of 
their  husbands. 

Ultimately,  about  32  to  37$  of  the  female  old-age  beneficiaries  are 
estimated  to  be  also  qualified  for  wife's  benefits.    However,  since  the 
unreduced  wife's  benefit  is  only  50$  of  the  husband's  old-age  benefit,  in 
only  about  20$  of  such  cases  is  the  wife's  benefit  estimated  to  be  larger 
than  her  old-age  benefit.    Likewise,  ultimately;  about  k-3  to  1*6$  of  the 
female  old-age  beneficiaries  are  estimated  as  also  being  qualified  for 
widow's  benefits.    Since  the  widow's  benefit  is  d2%$>  of  the  husband's  old- 
age  benefit,  a  relatively  large  proportion  of  such  women  (about  kCff>)  have  a 
widow's  benefit  that  is  larger  than  their  old-age  benefit.    It  should  be 
emphasized  again  that  these  figures  are  particularly  subject  to  fluctuations 
and  uncertainty. 

Table  13  gives  the  estimated  average  annual  benefits  in  current  pay- 
ment status  for  old-age  beneficiaries  and  their  dependents.    Also  shown  are 
the  average  additional  wife's  benefits  payable  for  those  women  who  receive 
an  old-age  benefit  which  is  smaller  than  the  wife's  benefit  otherwise  payable. 
The  averages  for  all  types  of  beneficiaries  tend  to  be  slightly  higher  under 
the  low-cost  assumptions  than  under  the  high-cost  assumptions  because  the 
latter  assume  a  greater  proportion  to  be  insured;  thus,  the  total  covered 
wages  are  spread  among  more  persons  and  result  in  lower  average  benefits. 
The  average  old-age  benefit  for  males  gradually  rises  as  the  effect  of  lower 
earnings  levels  prior  to  1966  diminishes.    The  average  old-age  benefit  for 
females  rises  less  rapidly  because  of  an  increasing  proportion  of  females 
who,  although  fully  insured,  have  been  out  of  the  labor  force  for  long  periods, 
and  because  of  the  increasing  proportion  of  women  who  retire  before  age  65  with 
reduced  benefits. 

Table  ik  shows  estimated  average  survivor  annual   benefits  and  lump- 
sum death  payments,  while  Table  15  shows  average  disability  benefits.    As  in 
the  case  of  the  average  old-age  and  supplementary  benefits  in  Table  13,  the 
average  benefits  shown  in  Tables  Ik  and  15  increase  gradually  in  future  years 
and  are  somewhat  higher  under  the  low-cost  assumptions  than  under  the  high- 
cost  assumptions. 

Table  16  summarizes  the  estimated  benefit  payments  for  the  OASI  portion 
of  the  system,  along  with  the  actual  data  for  the  years  1956-65.    The  total 
benefit  payments  increase  from  the  level  of  about  $16.7  billion  in  1965  to 
$38  to  $W  billion  in  the  year  2000.    Old-age  benefits  constitute  from  69$ 
to  72$  of  the  total  benefit  payments  in  the  year  2000;  the  total  benefits  for 
those  who  have  reached  retirement  age  make  up  about  90$  of  the  total.    In  the 
actual  1965  data,  old-age  benefits  were  66$,  other  benefits  for  the  aged  were 
20$,  and  younger  survivor  benefits  and  lump-sum  death  payments  were  lh<f). 
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Table  17  similarly  summarizes  the  estimated  benefit  payments  for 
the  DI  portion  of  the  system.    The  total  benefit  payments  increase  from 
$1.6  billion  in  1965  to  $3-8  to  $4.5  billion  in  the  year  2000.  Payments 
to  disabled  workers  represented  79$  of  the  total  outgo  in  1965,  with  wife's 
benefits  being  6$  and  child's  benefits  being  15$.    In  the  future,  the  pro- 
portion of  the  outgo  for  disabled  workers  is  estimated  to  rise  slightly  as 
the  proportion  for  dependents  declines  (due  to  the  assumed  lower  fertility). 

Since  the  Congress  has  adopted  the  principle  of  establishing  in  the 
law  a  contribution  schedule  designed  to  make  the  system  self-supporting, 
it  is  necessary  to  select  a  single  set  of  estimates  as  the  basis  for 
determining  and  evaluating  the  contribution  schedule.    The  intermediate - 
cost  estimate,  which  is  derived  as  the  average  of  the  low-cost  and  high-cost 
estimates,  is  used  for  this  purpose.    Quite  obviously,  any  specific  schedule 
may  require  modification  in  the  light  of  experience,  but  the  establishment 
of  the  schedule  in  the  law  does  make  clear  the  congressional  intent  that  the 
system  be  self-supporting.    Further,  exact  self-support  cannot  be  obtained 
from  a  specific  set  of  integral  or  rounded  fractional  rates,  but  rather  this 
principle  of  self-support  has  been  aimed  at  as  closely  as  possible  by  the 
Congress  in  1950  and  on  subsequent  occasions  when  developing  the  tax  schedule 
in  the  law. 

The  low-cost  and  high-cost  estimates  result  from  two  carefully  con- 
sidered series  of  assumptions.    The  intermediate -cost  estimate  represents 
an  average  of  the  low-cost  and  high-cost  estimates  of  benefit  disbursements 
and  total  taxable  payroll.    The  corresponding  estimates  of  benefits  relative 
to  payroll  are  developed  from  these  dollar  figures. 

Table  18  relates  the  estimated  benefit  payments  to  taxable  payroll 
by  type  of  benefit  for  the  OASI  and  DI  portions  of  the  programs.    The  level- 
cost  of  the  total  benefits  is  7«91#  and  .85$  of  taxable  payroll,  respectively 
The  net  total  level -cost  for  OASI  is  also  7.91$,  since  the  additional  costs 
for  administrative  expenses  and  the  railroad  financial  interchange  are  offset 
by  the  interest  income  produced  by  the  present  trust  fund.    For  DI,  the  net 
total  level-cost  is  higher  by  .02$  of  taxable  payroll. 

Table  19  shows  the  yearly  cost  as  percent  of  taxable  payroll  for  the 
most  recent  10  years  of  actual  experience  and  also  for  the  projected  inter- 
mediate-cost estimate.    It  should  be  observed  that  the  OASI  cost  increases 
up  to  the  year  1990.    Then    the  system  is  projected  to  have  a  20-year  period 
of  relatively  low  cost,  due  to  a  low  number  of  aged  persons  in  the  population 
This  effect  is  directly  related  to  the  low  birth  rates  in  the  1950' s.  In 
the  DI  cost  estimate,  this  effect  is  felt  earlier;  the  cost  becomes  almost 
level  for  the  15 -year  period  starting  in  1980. 

Table  20  deals  with  level -costs  of  the  system  under  the  three  cost 
assumptions  (low,  high,  and  intermediate),  taking  into  account  administrative 
expenses  and  the  accumulated  fund  on  hand  at  the  end  of  1966.    The  resulting 
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net  level-cost  would,  if  actual  experience  is  the  same  as  the  particular 
estimate,  be  the  level  contribution  rate  payable  by  the  employer  and  employee 
combined  (with  the  self -employed  paying  the  appropriate  reduced  rate)  which, 
if  in  effect  hereafter,  would  result  in  an  exactly  self-supporting  system; 
then,  funds  accumulating  at  interest  would  supply  income  sufficient  to  off- 
set any  annual  excesses  of  outgo  for  benefit  payments  and  administrative 
expenses  over  contribution  income  for  the  next  75  years.    In  addition,  an 
amount  equal  to  one  year's  outgo  would  be  available  in  the  fund  at  the  end 
of  the  75 -year  period. 

The  net  level-cost  for  the  OASI  system  ranges  from  7.k%  to  8.5$  of 
taxable  payroll.    In  other  words,  for  this  system,  a  level  employer-employee 
contribution  rate  of  as  little  as  7^  might  be  sufficient.    On  the  other 
hand,  a  rate  of  85$  might  be  necessary  under  adverse  circumstances.  Using 
a  higher  interest  rate  naturally  results  in  somewhat  lower  costs,  and  vice 
versa.    A  differential  of       in  the  interest  rate  has  a  net  effect  on  the 
level-cost  of  about  .08$  of  taxable  payroll. 

Table  20  also  shows  the  level-equivalents  of  the  present  contributions 
to  the  OASDI  system  based  on  the  following  graded  schedule  in  the  Act. 


For  the  DI  portion  of  the  system,  the  employer -employee  rate  is  .70$  and  the 
self-employed  rate  is  .525$  in  all  years.    The  remainder  of  the  above  rates 
is  applicable  to  the  OASI  portion. 

The  OASI  program  is  over-financed  under  all  three  cost  assumptions, 
while  the  DI  program  is  under-financed  under  all  three  assumptions.    It  will 
be  noted  that  the  OASDI  system  as  a  whole  is  over-financed  under  all  three 
cost  assumptions.    The  excess  financing  is  relatively  small  (.0*$  of  taxable 
payroll)  under  the  high -cost  estimate,  but  is  of  a  considerable  magnitude 
(.7^  of  taxable  payroll)  under  the  intermediate -cost  estimate  and  is  very 
high  (1.51$  of  taxable  payroll)  under  the  low-cost  estimate. 

It  is  important  to  note  that  these  estimates  are  made  on  the  assumption 
that  earnings  will  remain  at  about  the  level  prevailing  in  1966.    If  earnings 
levels  rise,  as  they  have  in  the  past,  the  benefits  and  the  taxable  earnings 
base  under  the  program  will  undoubtedly  be  modified.    If  such  changes  are 
made  concurrently  and  proportionately  with  changes  in  general  earnings  levels, 
and  if  the  experience  follows  all  the  other  assumptions,  the  future  year-by- 
year  costs  of  the  system  as  a  percentage  of  taxable  payroll  would  be  the  same 
as  those  shown.    However,  the  existing  trust  fund  accumulated  in  the  past, 
and  its  interest  earnings,  will  represent  a  smaller  proportion  of  the  future 
taxable  payrolls  than  if  earnings  were  not  to  increase  in  future  years.  As 


Period 


Combined  employer - 
employee  rate 


Self-employed 
rate 


1967-68 
1969-72 
1973  and  after 


7.8$ 

8.8 

9.7 


5.9* 

6.6 

7.0 
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a  result,  since  interest  earnings  of  the  trust  fund  will  play  a  relatively 
smaller  role  in  the  financing  of  the  system,  the  "net"  level-cost — taking 
into  account  benefit  payments,  administrative  expenses,  and  interest  on  the 
existing  trust  fund— would  be  somewhat  higher.    However,  the  level-cost 
would  not  rise  this  much,  or  might  even  decline,  depending  on  the  degree  to 
which  benefits  are  adjusted  to  reflect  rising  earnings.    The  effect  of  such 
events  can  be  observed  in  ample  time  to  make  any  needed  changes  in  the 
contribution  schedule  or  any  other  appropriate  changes  in  the  system. 

Table  21  presents  the  estimated  cost  of  benefit  payments  as  per- 
centages of  taxable  payroll  for  selected  future  years  under  the  low-cost 
and  high-cost  assumptions.    It  should  be  observed  that,  for  the  next  35 
years,  the  QASI  cost  stays  below  8.0$  of  taxable  payroll  under  the  low-cost 
estimate  and  below  8.656  of  taxable  payroll  under  the  high-cost  estimate; 
however,  it  is  possible  for  such  cost  to  go  above  11$  of  taxable  payroll 
after  this  period. 

Table  22  presents  the  estimated  progress  of  the  QASI  Trust  Fund  under 
the  contribution  schedule  in  the  1965  Act.  The  contribution  income  includes 
reimbursements  to  the  trust  fund  by  the  General  Treasury  for  the  cost  of  the 
"gratuitous"  wage  credits  allowed  for  military  service  between  September  15, 
I9I1O  and  December  31,  1956,  as  provided  by  Public  Law  No.  81t-88l.  The 
effect  (positive  or  negative)  of  the  Railroad  Retirement  financial  interchange 
provisions  isrfiown  separately. 

Under  all  three  estimates,  the  trust  fund  is  projected  to  increase 
continuously,  reaching  a  level  of  about  $250  billion  in  the  year  2000  under 
the  high-cost  estimate,  and  higher  levels  under  the  intermediate -cost  and 
low-cost  estimates.    These  high  levels  result  from  the  fact  that  the  QASI 
portion  of  the  system  has  a  significant  positive  actuarial  balance  under  all 
three  cost  estimates  (i.e.  it  is  over-financed). 

Table  23  shows  the  corresponding  progress  of  the  DI  Trust  Fund.  As 
would  be  anticipated  from  the  data  on  the  actuarial  balance  of  this  system, 
as  shown  in  Table  20,  the  DI  Trust  Fund  declines  rapidly  and  becomes  exhausted 
somewhere  between  1975  and  1983*  unless  additional  financing  is  provided. 
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D.    The  Effect  of  an  Increasing  Earnings  Assumption 


A  factor  mentioned  earlier,  but  not  assumed  in  the  actuarial  pro- 
jections, is  the  past  observed  trend  of  an  Irregular  but  upward  movement 
in  earnings,  both  on  a  dollar  basis  and  in  the  form  of  real  wages.  If 
this  secular  trend  continues,  then — other  things  being  equal- -the  curves 
of  benefits  and  contributions  would  both  be  more  steeply  ascending  than 
shown.    The  upward  trend  in  the  contribution  curves,  however,  would  be  far 
more  accentuated  than  would  be  such  trend  in  the  benefit  curves.    The  main 
reasons  are: 

(1)  The  benefits  are  determined  by  the  average  monthly  earnings  up 
to  the  maximum  of  $550;  in  essence,  62.97$  is  applied  to  the  first  $110 
thereof,  22.9$  to  that  part  between  $110  and  $1*00,  and  21.1+$  to  the  excess 
over  $!*O0.    As  average  earnings  increase,  and  as  more  persons  approach  or 
reach  the  $550  maximum,  a  larger  portion  of  such  earnings  falls  in  the 
brackets  of  the  benefit  formula  to  which  the  lower  rates  apply.    Thus,  bene- 
fits become  smaller  in  relation  to  earnings,  and  consequently  in  relation 
to  contributions. 

(2)  Any  year's  contributions  are  substantially  based  on  the  covered 
earnings  of  that  year,  while  any  year's  benefits  In  force  are  based  on 
weighted  composite  earnings  of  all  previous  years  in  which  the  insured  persons 
on  whose  account  the  benefits  are  paid  worked  In  covered  employment,  thus 
including — in  far-distant  future  years— earnings  of  as  much  as  80  years 
previous. 

The  assumption  of  steadily-rising  earnings  in  conjunction  with  an 
unamended  benefit  formula  would  have  an  important  bearing  in  considering 
the  long-range  cost  of  the  program.    With  such  an  assumption,  the  future 
rises  in  earnings  would  seem  to  offer  significant  financial  help  In  the 
financing  of  benefits  because  contributions  at  a  fixed  percentage  rate  would 
increase  steadily  relative  to  benefit  disbursements;  but  the  benefits  paid 
to  beneficiaries  would  steadily  diminish  in  relation  to  current  earnings 
levels.    Under  such  circumstances,  offsetting  this  apparent  savings  in  cost, 
it  is  likely  that,  from  the  long-range  point  of  view,  the  present  benefit 
formula  would  not  be  maintained.    Rather,  revisions  would  probably  be  made 
by  the  Congress  (perhaps  with  some  delay)  that  would  make  average  benefits 
as  adequate  relative  to  the  then-existing  covered  earnings  level  as  average 
benefits  under  the  present  formula  are  In  relation  to  the  level  prevailing 
when  the  1965  Amendments  were  enacted. 

In  revising  the  benefit  schedule  to  conform  with  the  altered  earnings 
level,  the  changed  cost  and  contribution  picture  would  have  to  be  considered. 
This  is  especially  true  as  to  changes  resulting  from  the  fact  that  benefits 
would  be  based  on  earnings  prevailing  at  the  time  of  such  change  and  there- 
after, while  the  accumulated  trust  funds  at  that  time  would  have  developed 
from  contributions  on  the  lower  earnings  prevailing  during  the  past.  The 
trust  funds  thus  would  not  play  as  Important  a  role  In  financing  the  program 
as  would  have  been  the  case  if  the  earnings  level  had  not  changed. 
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Accordingly,  because  of  the  diminution  of  the  value  of  the  existing 
trust  funds  in  the  financing  of  the  program,  the  level -cost  of  the  program 
would  be  increased  if  the  benefit  level  were  adjusted  in  exact  proportion 
vith  the  increase  in  the  covered  earnings  level.    For  small  rates  of 
increase  in  the  earnings  level,  the  increase  in  cost  may  be  partially 
counterbalanced  by  the  time  lag  that  would  undoubtedly  occur  between  the 
rise  in  the  earnings  level  and  the  amendment  of  the  benefit  provisions. 
However,  for  large  annual  rates  of  increase  in  earnings  levels  (i.e.,  for 
rates  equal  to  or  in  excess  of  the  assumed  valuation  interest  rate),  the 
system  would  be  financed  practically  on  a  pay-as-you-go  basis,  since  the 
funds  would  be  continually  losing  their  real  value  and  would  become  more 
of  a  contingency  reserve  than  a  source  of  interest  income. 

In  addition  to  excluding  the  assumption  of  increasing  earnings  in 
the  future,  the  detailed  cost  estimates  given  have  avoided  dealing  with 
various  other  important  secular  trends.    These  have  diverse  effects-  on  the 
cost  of  the  program  that  cannot  now  be  adequately  extrapolated  into  the 
future.    One  illustration  is  the  lengthening  of  the  period  of  preparation 
for  work.    Another  possibility  is  a  drastic  change  in  the  average  age  of 
retirement,  either  to  a  considerably  lower  effective  age  so  that  practically 
all  persons  would  retire  at  the  minim vm  age  of  62,  or  conversely  to  a 
relatively  high  effective  age  (under  circumstances  of  greatly  improved 
health  conditions,  combined  with  good  employment  opportunities,),  such,  that 
few  would  retire  before  age  72. 
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E.    Comparison  vith  Previous  Estimates 


Prior  to  the  cost  estimates  prepared  for  the  1965  Act,  the  actuarial 
procedures  assumed  that  the  financing  of  the  system  would  be  into  perpetuity. 
Projections  were  prepared  for  the  necessary  factors  for  many  years— up  to  a 
far-distant  point  in  the  future,  when  all  factors  were  assumed  to  level  off. 
The  1963-6 U  Advisory  Council  on  Social  Security  Financing  recommended  that 
the  financing  period  be  changed  to  75  years  (roughly,  the  life  span  of 
current  new  entrants).    This  recommendation  was  adopted  and,  starting  with 
the  I965  Act,  the  cost  estimates  for  OASDI  have  covered  only  a  period  of 
75  years  into  the  future. 

The  cost  estimates  prepared  from  1939  until  1953  had  always  con- 
tained the  assumption  that  the  system  would  mature  in  the  year  2000— or,  in 
other  words,  had  assumed  that  benefit  payments  and  contributions  would  be 
level  thereafter.    In  the  cost  estimates  of  1953  and  thereafter,  a  different 
assumption  was  made  by  maturing  all  trends,  such  as  mortality,  in  the 
year  2000,  but  going  on  with  the  estimates  for  another  50  years.    In  one 
sense,  this  seems  necessary  because  the  aged  population  itself  cannot  mature 
by  the  year  2000.    The  reason  for  this  is  that  the  number  of  births  in  the 
1930' s  was  very  low  as  compared  with  subsequent  and  previous  periods.    As  a 
result,  a  dip  in  the  relative  proportion  of  the  aged  occurs  from  1995  to 
about  2010,  which  would  be  reflected  in  relatively  low  OASI  benefit  costs 
for  that  period.    Accordingly,  the  year  2000  is  by  no  means  a  typical  "ulti- 
mate year". 

Table  2k  compares,  for  low-cost  estimates,  the  OASDI  benefit  costs 
relative  to  taxable  payroll  for  various  years  for  all  the  major  long-range 
cost  estimates  that  have  been  made  for  the  program,  beginning  with  the  1935 
Act  and  for  each  of  the  major  amendments.    Table  25  gives  corresponding 
figures  for  the  high -cost  estimates. 

It  is  not  appropriate  to  compare  level-costs  because  of  several 
factors,  such  as  different  interest  rates,  different  periods  covered, 
different  assumptions  as  to  when  "maturity"  would  occur,  and  the  different 
time  elements  involved.    In  regard  to  the  last  point,  the  level-cost  in  a 
given  estimate  for  a  particular  plan  will  shift  over  the  course  of  time  if 
a  graded  contribution  schedule  is  involved.    Thus,  for  instance,  consider  a 
plan  beginning  in  1937  and  remaining  unchanged  thereafter,  with  the  ex- 
perience exactly  following  the  cost  assumptions  originally  used.    Under  such 
circumstances,  if  the  level-cost  were  5$  of  taxable  payroll  at  the  inception 
of  the  plan,  and  if  a  graded  combined  employer-employee  contribution  schedule 
beginning  at  2$  and  running  up  to  6$  over  a  period  of  years  were  established 
such  as  to  be  equivalent  to  the  level  rate  of  5$,  then  the  level -cost 
determined  in  later  years  would  be  higher  than  5t>  of  taxable  payroll  because 
this  amount  had  not  been  collected  in  the  early  years  of  operation.    In  fact, 
ultimately  the  level-cost  would  be  6$  of  taxable  payroll  (by  the  time  the 
contribution  schedule  reached  6$). 
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In  i960,  the  actual  cost  of  the  OASI  "benefit  payments  made  in  that 
year  vas  5>33^  of  taxable  payroll.    3y  coincidence  this  is  only  slightly 
above  the  original  high-cost  estimate  for  the  1935  Act  for  that  year,  and 
veil  helov  the  5f  to  S^p  range  in  cost  for  that  year  shown  for  the  1939 
Amendments  in  the  estimates  made  at  the  time  of  their  enactment.  Subsequent 
estimates  for  i960  made  for  the  1939  Act  show  lover  costs  than  this;  the 
primary  reason  for  this  is  the  rapid  increase  of  wages  that  occurred  in  the 
yte'S:    Corresponding  i960  estimates  for  the  1950  and  later  amendments 
made  at  the  time  of  their  enactment  indicate  an  increase  in  cost  due  to 
increases  in  the  benefit  level  and  to  changes  in  the  lav  that  shifted  the 
cost  to  the  early  years  (for  example,  the  early-retirement,  actuarial- 
reduction  provisions). 
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Table  1 

ACTUAL  AMD  PROJECTED  U.  S.  POPULATION*^,  1950-2050 
(in  millions) 


alendar 

Vuv 

I  ear 

Aged  20-64 

Aged  65  and  Over 

ajjl  Ages 

Male 

Female 

Total 

Male 

Female 

Total 

naxe 

remaie 

Toxax 

Actual 

Data*/ 

1950 

44 .2 

44.9 

89.1 

5.9 

6.5 

12.4 

76.8 

77.4 

154.2 

i960 

47  .o 

48.7 

95.7 

7.6 

9.1 

16.7 

90.5 

Projection  for  Low-Cost  Assumptions^-/ 

en  ft 

52.4 

103.2 

8.2 

10.5 

18.7 

99.9 

102.1 

202.1 

1970 

J  J 

57 

112 

9 

12 

20 

106 

100, 

2l4 

1980 

65 

67 

132 

10 

14 

24 

121 

125 

246 

1990 

74 

75 

149 

12 

17 

28 

140 

144 

284 

2000 

87 

88 

175 

12 

18 

30 

160 

164 

323 

2025 

120 

120 

240 

20 

27 

47 

222 

225 

447 

20$0 

162 

161 

322 

26 

36 

62 

297 

301 

598 

Projection  for  High-Cost  Assumptions^ 

1965 

50.8 

52.4 

103.2 

8.2 

10-5 

18.7 

99.9 

102.1 

202.1 

1970 

55 

57 

112 

9 

12 

20 

105 

108 

214 

1980 

65 

67 

232 

10 

14 

25 

119 

123 

242 

1990 

74 

75 

149 

12 

17 

29 

134 

138 

272 

2000 

85 

86 

171 

13 

19 

32 

149 

153 

301 

2025 

105 

105 

210 

22 

29 

51 

185 

189 

374 

2050 

121 

121 

241 

27 

36 

63 

213 

219 

432 

a/  From  Census  (as  of  April  1).    These  data  relate  to  the  total  United  States  and 
not  merely  to  the  continental  United  States.    Figures  for  1965  and  after  incor- 
porate a  correction  for  under  enumeration  (see  Actuarial  study  Wo.  62). 

to/  As  of  July  1,  estimated. 

Note:    Figures  are  individually  rounded  and,  in  some  instance*  do  not  add  exactly 
to  totals  shown. 
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Table  2 

ASSUMED  RATIOS  OF  PERSONS  WITH  EARNINGS  CREDITS  IN  YEAR 
TO  TOTAL  POPULATION  IN  AGE  GROUP*/ 


Age 

Group 

Male 

Female 

196? 

198O 

2000 

 -z  

1965 

I98O 

2000 

15-19 

51.9* 

52-56* 

52-58* 

34.6* 

40-42* 

40-44* 

20-24 

95.2 

97-98 

97-99 

62.8 

68-70 

68-72 

25-29 

94.2 

95-97 

95-97 

45.3 

48-51 

51-53 

30-3^ 

90.3 

90-92 

90-92 

40.1 

45 

48 

35-39 

88.3 

89 

89 

44.5 

51 

54 

40-44 

88.0 

89 

89 

47.2 

55 

59 

45-49 

87.4 

89 

89 

48.7 

59 

63 

50-54 

86.1 

87 

87 

47.1 

57 

62 

55-59 

80.8 

83 

83 

43.6 

54 

57 

60-64 

70.9 

69-71 

68-71 

33.3 

33-35 

32-35 

65-69 

45.7 

31-37 

25-35 

18.6 

16-19 

14-19 

70+ 

17.8 

13-16 

12-16 

5.8 

4-6 

4-6 

a/   When  tvo  figures  are  shown,  the  lover  figure  was  used  in  the  high -cost 
estia&tes,  and  the  higher  figure  was  used  in  the  low-cost  estimates. 
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Sable  3 

ESTIMATED  PERSONS  WITH  TAXABLE  EARNINGS,  TOTAL  TAXABLE  EARNINGS, 
AND  AVERAGE  TAXABLE  EARNINGS?*/ 


Total  Taxable 

Persons  with  Taxable  Earnings  Earnings  in  Average 

Calendar  in  Year  (in  millions)   Year  Taxable 


Year 

Male 

Female 

Total 

(in  billions J 

Earnings 

Actual  Data 

1955 

43.1 

05.  £ 

$158 

$2,4l6 

1956 

44.6 

23.0 

67.6 

171 

2,525 

1957 

47.1 

23.4 

70.5 

181 

2,573 

1958 

47.0 

23.2 

70.2 

181 

2,576 

1959 

47.6 

24.1 

71.7 

202 

2,822 

i960 

47.9 

24.6 

72.5 

207 

2.854 

1961 

48.0 

24.8 

72.8 

210 

2.879 

1962 

48.7 

25.6 

74.3 

219 

2.948 

196  \, 

49.3 

26.3 

75.5 

225 

2,985 

19645/ 

50.5 

27.2 

77.7 

236 

3,04l 

Low -Cost 

Assumptions 

1965 

51 06 

28.6 

80.2 

$294^/ 

$3,671^/ 

1970 

56.7 

33.5 

90.2 

329 

3,643 

1980 

67.3 

41.6 

109 .0 

395 

3,621 

2000 

89.7 

58.1 

147.8 

532 

3,600 

2025 

123.8 

78.8 

202.5 

731 

3,608 

High -Cost 

Assumptions 

$294^ 

$3,671-/ 

1965 

51.6 

28.6 

80.2 

1970 

56.3 

33.0 

89.3 

325 

3,645 

1980 

66.0 

40.7 

106.7 

387 

3,623 

2000 

84.7 

54.3 

138.9 

501 

3,605 

2025 

103.6 

65.6 

169.2 

611 

3,611 

a/  The  total  taxable  earnings  and  the  average  taxable  earnings  are  both 
affected  by  the  maximum  taxable  earnings  base.  This  base  was  $4,200 
in  1955,  and  was  increased  to  $4,800  in  1959,  and  to  $6,600  in  1966. 

b/  Preliminary  Data. 

c/  These  figures  are  computed  on  the  basis  of  a  $6,600  earnings  base. 

Note:    Figures  are  individually  rounded  and,  in  some  instances,  do  not 
add  exactly  to  totals  shown. 
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Table  4 

ASSUMED  INSURED  POPULATION  AS  PERCENT  OF  TOTAL  POPULATION 


Male  Female 


Age 

2005 

2045 

Group 

I9OP 

19 1 5 

J.990 

ana  Axxer 

1965 

1975 

1990 

2005 

and  After 

20-24 

Rid. 

07-09% 

07-90% 

O7-9O* 

59% 

00-O)7» 

OO-Op'jb 

£0  £cal 
00-o5^b 

o0-©5> 

oft 

90 

90-90 

n£  oft 
90-90 

O/i  oft 
90-90 

7C  *70 

7C  Da 

O-oO 

7  c  _fto 
f  5-OVJ 

oO_t4 

96 

q6-q8 

q6-q8 

q6-q8 

65 

67 -6q 

70-7^ 

70-75 

70  -7  5 

35-59 

94 

96-97 

96-98 

96-98 

64 

66-68 

69-72 

70-74 

70-74 

40-44 

95 

96-97 

96-98 

96-98 

66 

68-70 

71-74 

72-76 

72-76 

45-49 

95 

96-97 

96-98 

96-98 

65 

69-70 

72-75 

74-78 

74-78 

50-54 

95 

96-97 

96-98 

96-98 

60 

67-68 

73-75 

75-78 

75-79 

55-59 

94 

96-97 

96-98 

96-98 

57 

63-63 

70-71 

72-75 

72-77 

60-64 

89 

95-96 

96-98 

96-98 

50 

58-59 

67-68 

70-72 

70-75 

65-69 

87 

93-95 

96-98 

96-98 

48 

56-56 

65-65 

69-71 

70-75 

70-74 

89 

91-92 

96-98 

96-98 

41 

50-51 

62-62 

68-70 

70-75 

75-79 

87 

88-89 

95-97 

96t98 

34 

48-48 

58-59 

67-68 

70-75 

80-84 

78 

89-89 

93-96 

96-98 

27 

4l-4l 

56-56 

65-65 

70-75 

85+ 

54 

82-84 

92-94 

96-98 

14 

29-30 

48-48 

59-60 

70-75 

Note:    In  each  case  the  smaller  figure  was  used  in  the  low-cost  estimate  and  the 
larger  figure  in  the  high -cost  estimate. 
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Table  5 

ESTIMATED  INSURED  POPULATION 
(in  millions) 


Calendar   All  Ages^/   Aged  65  and  Over 


Year 

Male 

Female 

Total 

Male 

Female 

Total 

Actual  Data  ( 

bis  of  January  1) 

j.ypo 

43-9 

26.6 

70.5 

4.4 

•»■»> 

TOM 

1*6.5 

27.6 

70.1 

5.0 

f>  O 

o.y 

1958 

ka.i 

28.0 

76.1 

5.4 

2.1 

7.5 

1959 

48.9 

27.6 

76.5 

5.7 

2.4 

8.1 

I960 

49.2 

27.5 

76.7 

5.9 

2.6 

8.5 

52.1 

32.3 

84.4 

Q  C\ 

y  .u 

53.6 

35.0 

88.5 

6.4 

2  .J. 

54.2 

35.6 

89.8 

6.6 

1964 

54.9 

36.3 

91.3 

6.8 

3.7 

10.4 

1965 

55.7 

37.1 

92.8 

6.9 

3.9 

10.8 

Low -Cost  Assumptions  (as 

of  July 

1) 

1965 

5*1.6 

36.8 

91.4 

7.0 

4.1 

11.1 

1970 

59.^ 

M.5 

100.9 

7.7 

5.0 

12.7 

1980 

70.8 

52.4 

123.2 

9.3 

7.4 

16.7 

2000 

93.9 

73.3 

167.2 

11.5 

11.4 

22.9 

2025 

132.7 

103.5 

236.2 

19.0 

18.9 

37.9 

High-Cost  Assumptions  (as 

of  July 

1) 

1965 

54.6 

36.8 

91.1* 

7.0 

4.1 

11.1 

1970 

59.9 

1*2.1 

102.0 

7.8 

5.1 

12.9 

1980 

72.8 

54.2 

127.0 

9.8 

7.6 

17.4 

2000 

95^ 

76.2 

171.6 

12.8 

12.3 

25.1 

2025 

123.1* 

100.7 

224.0 

21.7 

21.5 

43.3 

a/  The  actual  data  Is  for  all  ages  combined,  but  the  projected  data 
is  for  ages  20  and  over. 
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Table  6 

ESTIMATED  OLD-AGE  BENEFICIARIES  AGED  65  AND  OVER  IN  CURRENT  PAYMENT 
STATUS  AS  PERCENT  OF  INSURED  POPULATION  AGED  65  AND  OVER 


Table  6 


Calendar 

Year  Male  Female  Total 


Actual  Data  (as  of  January  1) 

1955  7056  75*  71* 

1956  75  80  76 

1957  71  77  73 

1958  78  81  79 

1959^  81  85  82 

1960  Qh  87  85 

1961  85  87  85 

1962  86  88  87 

1963  89  89  89 
196k  90  89  89 
1965  89  89  89 

Lov-Cost  Assumptions  (as  of  July  1) 

1965  90*  90*  90* 

1970  89  90  90 

1980  89  91  90 

2000  91  92  92 

2025  89  91  90 

High-Cost  Assumptions  (as  of  July  1) 

1965  90*  90*  90* 

1970  90  91  91 

I98O  91  92  91 

2000  93  9^  93 

2025  91  93  92 


a/  As  of  December  1,  1958. 
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Table  7 

ESTIMATED  OLD-AGE  BENEFICIARIES  IN  CURRENT  PAYMENT  STATUS 
AS  PERCENT  OF  INSURED  POPULATION,  BY  AGE  AND  SEX 

Calendar        Aged  62-64  Aged  65-69  Aged  70-74  Aged  75  and  Over 

Year  Male     Female       Male     Female       Male     Female        Male  Female 


Actual  Data  (as  of  January  1) 


1955 

5U* 

67* 

76* 

80* 

96* 

92* 

1956 

- 

58 

72 

84 

85 

97 

95 

1957 

- 

16* 

55 

67 

80 

85 

92 

91 

1958 

- 

35 

62 

73 

85 

88 

96 

93 

1959a/ 

hi 

65 

76 

90 

92 

98 

96 

i960 

42 

69 

79 

90 

9h 

98 

97 

196l 

38 

70 

77 

91 

9k 

98 

97 

1962 

13* 

39 

73 

78 

92 

95 

99 

97 

1963 

22 

42 

76 

78 

95 

97 

99 

98 

1964 

24 

43 

77 

78 

95 

97 

100 

99 

1965 

25 

43 

76 

77 

96 

97 

100 

100 

Low-Cost  Assumptions 

(as  of  July 

1) 

1965 

25* 

43* 

76* 

78* 

96* 

97* 

100* 

100* 

1970 

26 

43 

76 

78 

96 

97 

99 

99 

1980 

26 

43 

76 

78 

96 

97 

99 

99 

High-Cost  Assumptions 

(as  of  July 

1) 

1965 

25* 

43* 

76* 

78* 

96* 

97* 

100* 

100* 

1970 

26 

44 

77 

79 

97 

98 

100 

100 

1980 

28 

46 

78 

80 

98 

98 

100 

100 

a/  As  of  December  1,  1958. 
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Table  8 

ESTIMATED  AGeW  MONTHLY  BENEFICIARIES  IN  CURRENT  PAYMENT  STATUS 
(in  thousands) 


Calendar  Old -Age   .  y   Survivors  

Year  Male        Female       Wife '  s^       Widow '  s£/       Parent's  Total 


Actual  Data  (as  of  January  1) 


1956 
1957 

1959^ 

3,252 
3,572 
4,198 
4,617 

1,222 
1,540 
1,999 
2,303 

1,135 
1,371 
1,746 
1,929 

701 
913 
1,095 
1,233 

27 
29 

30 

7,423 
9,067 
10,112 

i960 
1961 
1062 

1963 

4,937 
5,217 
5,765 
6,244 

2,589 
2,845 
3,160 
3,494 

2,057 
2,158 
2,252 
2,365 

1,394 
1,544 

1,857 

35 
36 

37 

11,012 
11,800 

13,997 

1964 
1965 
1966 

6,497 
6,657 
6,872 

3,766 
4,011 
4,276 

2,409 
2,434 
2,442 

2,011 
2,159 
2,371 

37 
36 
35 

14,720 
15,297 
15,996 

Low-Cost  Assumptions  (as 

of  July  1) 

1970 
1980 
1990 
2000 
2025 

7,453 
9,013 
10,578 
11,125 
18, 204 

5,218 
7,567 
10,075 
11,514 
18,989 

2,505 
2,642 
2,740 
2,544 
3,129 

2,951 
3,473 
3,557 
3,501 
5,356 

34 
32 
30 
28 
28 

18,161 
22,727 
26,960 
28,712 
45,706 

High -Cost  Assumptions  (as 

of  July  1) 

1970 
1980 
1990 
2000 
2025 

7,638 
9,619 
11,639 
12,6l6 
21,280 

5,336 
7,931 
10,697 
12,607 
22,039 

2,554 
2,814 
2,964 
2,740 
3,249 

3,000 
3,441 
3,547 
3,623 
4,838 

35 
33 
31 
29 
23 

18,563 
23,838 
28,878 
31,615 
51,429 

a/  Before  1957,  this  implies  persons  aged  65  and  over;  in  1957-61,  men  aged 
65  and  over  and  vomen  aged  62  and  over;  in  1962  and  after,  persons  aged 
62  and  over,  except  that  for  1966  and  after  widows  aged  60-61  are  also 
included. 

h/  Including  husband's  beneficiaries,  but  excluding  wife's  beneficiaries 

who  are  caring  for  an  entitled  child. 
cj  Including  widower's  benefits, 
d/  As  of  December  1,  1958. 
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Table  9 

ESTIMATED  BENEFICIARIES  AGED  65  AND  OVER  IN  CURRENT  PAYMENT  STATUS 
AS  PERCENT  OP  TOTAL  POPULATION  AGED  65  AND  OVER 

Calendar 


Year  Male  Female  Total 


Actual  Data  (as  of  January  1) 

1956  47*  38*  42* 

1957  50  4l  45 

1958  ,  58  48  53 
1959^  63  53  58 

1960  66  57  61 

1961  69  61  64 

1962  71  64  67 

1963  74  68  71 

1964  75  70  73 

1965  76  72  74 

1966  77  74  76 

Low -Cost  Assumptions  (as  of  July  1) 

1970  79*  79*  79* 

1980  83  84  84 

1990  87  86  87 

2000  87  88  88 

2025  86  88  87 

High -Cost  Assumptions  (as  of  July  1) 

1970  80*  80*  80* 

1980  86  85  85 

1990  89  87  88 

2000  91  90  90 

2025  89  89  89 


a/  As  of  December  1,  1958. 
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Table  10 

ESTIMATED  MONTHLY  SUPPLEMENTARY  AND  SURVIVOR  BENEFICIARIES 
UNDER  RETIREMENT  AGE  IN  CURRENT  PAYMENT  STATUS 
AND  LUMP-SUM  DEATH  PAYMENTS  IN  YEAR 
(in  thousands) 


a/ 

Calendar     Supplementary  Benefits-'  Survivor  Benefits   Lump -Sum  , 

Year  Wife  ■  s5/'        Child's  Mother's  Child's  Payments^ 


Actual  Data  (as  of  January  1) 


1956  57  122  292  1,154  5V? 

1957  62  131  301  1,201  689 

1958  ,  81  180  328  1,322  656 
1959^  93  208  35^  1,398  822 

1960  103  246  376  1,508  779 

1961  ill  268  4oi  1,577  813 

1962  140  338  428  1,650  865 

1963  167  405  ^52  1,755  969 

1964  170  418  461  1,811  1,011 

1965  170  424  470  1,873  990 

1966  171  463  472  2,072  e/ 

Low -Cost  Assumptions  (as  of  July  1) 

1970  228  569  511  2,509  1,159 

1980  270  676  508  2,541  1,446 

1990  301  752  567  2,786  1,698 

2000  294  735  611  3,082  1,944 

2025  517  1,293  801  4,040  2,895 

High -Cost  Assumptions  (as  of  July  1) 

1970  233  583  501  2,046  1,172 

1980  289  722  475  1,939  1,^91 

1990  316  790  481  1,964  1,747 

2000  310  774  482  1,968  1,980 

2025  533  1,333  529  2,668  3,009 


a/  Payable  to  dependents  of  old-age  beneficiaries  (retired  workers). 

b/  Wives  under  65  with  entitled  children  in  her  care. 

c/  Number  of  decedents  on  whose  account  payments  are  made  in  the  year. 

d/  As  of  December  1,  1958. 

e/  Not  available. 
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Table  11 

ESTIMATED  MONTHLY  DISABILITY  BENEFICIARIE! 
IN  CURRENT  PAYMENT  STATUS 
(in  thousands) 


Supplementary 
Calendar       Disabled  Bene  fit  s-' 

Year  Worker        Wife's  Child's 

Actual  Data  (as  of  January  l) 

1958/  150 

1959s7  238  12  18 

1960  334  48  78 

1961  455  77  155 

1962  618  118  291 

1963  7^1  147  387 

1964  827  168  457 

1965  894  179  490 

1966  988  193  558 

Low-Cost  Assumptions  (as  of  July  l) 


1970 

1,173 
1,438 

233 

751 

1980 

252 

813 

1990 

1,576 

263 

823 

2000 

1,898 

318 

935 

2025 

2,799 

491 

1,328 

High-Cost  Assumptions  (as  of  July  l) 


1970 

1,259 
1,652 

250 

805 

1980 

290 

936 

1990 

1,839 

306 

987 

2000 

2,242 
3,198 

370 

1,192 
1,691 

2025 

524 

a/    Includes  only  persons  who  receive  benefits 

from  the  DI  Trust  Fund* 
b/    Payable  to  dependents  of  disabled  workers, 
c/   As  of  December  1,  1958. 
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Table  12 

ESTIMATED  FEMALE  BENEFICIARIES  QUALIFIED  FOR  BOTH  OLD-AGE  BENEFITS5' 
AND  WIFE'S  OR  WIDOW'S  BENEFITS^',  IN  CURRENT  PAYMENT  STATUS^' 
(in  thousands) 


Calendar 
Year 


Qualified  for 
Old- Age  and  Wife's 


Total 
Eligible 


With  Smaller 
Old- Age  Benefit 


Qualified  for 
Old- Age  and  Widow's 


Total 
Eligible 


With  Smaller 
Old-Age  Benefit 


Low-Cost  Assumptions 


1970 
1980 
1990 
2000 
2025 


1,157 
1,802 
2,603 
3,109 
6,15* 


3*7 
U69 
573 
637 
1,231 


2,63* 
*,032 
5,357 
6,078 
8,671 


579 
1,189 
1,875 
2,3*0 
3,*68 


High-Cost  Assumptions 


1970 
1980 
1990 
2000 
2025 


1,23* 
2,032 
2,96* 
3,767 
8,01* 


370 
528 
652 
772 
1,603 


2,70* 
*,163 
5,559 
6,*l6 
9,511 


595 
1,228 
1,9*6 
2,*70 
3,80* 


a/    I.e.,  benefits  for  retired  workers. 

b/    Does  not  include  cases  in  which  the  woman  has  not  become  a 
beneficiary  (has  not  retired).    There  are  relatively  few 
wives  in  this  group,  since  generally  they  retire  at  the  same 
time  as  their  husbands,  but  the  number  of  widows  should  be 
substantially  higher.    The  number  eligible  for  both  old-age 
and  parent's  benefits  is  negligible. 

c/    As  of  July  1. 
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Table  13 

ESTIMATED  AVERAGE  ANNUAL  BENEFITS  IN  CURRENT  PAYMENT  STATUS  FOR 
OLD-AGE  BENEFICIARIES  AND  THEIR  DEPENDENTS 


 Supplementary 

 Wife's*^ 

,  With  No     With  Smaller 


Calendar   Old -Age-'   Old -Age        Old -Age  , 

Year  Male       Female     Total       Benefit        Benefit^  Child1 

Actual  Data  (as  of  January  1) 


1956 

$797 

$599 

$743 

$397 

$117 

$24o 

1957 

819 

6o4 

757 

405 

125 

248 

^d/ 

846 

627 

775 

412 

132 

263 

1959-7 

873 

643 

796 

421 

141 

276 

i960 

961 

706 

873 

458 

146 

328 

1961 

982 

716 

888 

465 

149 

339 

1962 

998 

744 

908 

473 

121 

330 

1963 

1,005 

751 

914 

475 

130 

329 

1964 

1,016 

761 

922 

479 

127 

334 

1965 

1,027 

771 

930 

483 

131 

337 

1966 

1,111 

841 

1,007 

524 

§/ 

385 

Low-Cost  Assumptions 

(as  of  July 

1) 

1970 

$1,151 

$865 

$1,033 

$540 

$149 

$417 

1980 

1,243 

895 

1,084 

581 

160 

46l 

1990 

1,332 

917 

1,130 

619 

171 

496 

2000 

1,389 

931 

1,156 

645 

178 

517 

2025 

1,415 

936 

1,171 

652 

182 

528 

High-Cost  Assumptions  (as  of  July  1) 

1970        $1,150        $864     $1,031        $540             $149  $4l7 

1980         1,241         885      1,080         580               160  460 

1990          1,327          896       1,121          617                170  494 

2000         1,383         904      1,143         642               177  515 

2025         1,408         905      1,152         650               181  525 


a/  I.e.,  benefits  for  retired  workers, 
b/  Including  husband's  benefits. 

c/  Figures  represent  the  average  residual  wife's  benefit  paid  in 

addition  to  their  own  old-age  benefit, 
d/  As  of  December  1,  1958. 
ej  Not  available. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


171 


Table  14 

ESTIMATED  AVERAGE  ANNUAL  SURVIVOR  BENEFITS  IN  CURRENT  PAYMENT  STATUS 
AND  LUMP-SUM  DEATH  PAYMENTS 


Calendar 
Year 


Widow 


■.2/ 


With 

With  No  Smaller 
Old  -Age       Old  -  Age.  / 
Benefit  Benefit^/ 


Mother's 


Child's 


Parent 1 s 


Actual  Data  (as  of  January  1) 


Lump -Sum 
Death 
Payments 


1956 

$584 

$119 

$551 

$457 

$599 

$200 

206 

568 

609 

cSJL 

1950d/ 

0±2 

216 

589 

OJd 

1  Q^Q— / 

228 

606 

eric 
>JJ 

OjH 

cUO 

i960 

681 

246 

688 

570 

706 

211 

1961 

692 

253 

711 

6l6 

724 

211 

1962 

779 

291 

712 

633 

806 

212 

1963 

791 

293 

713 

643 

818 

213 

1964 

802 

301 

713 

652 

829 

214 

1965 

814 

310 

713 

660 

841 

219 

1966 

885 

785 

735 

912 

?/ 

Low -Cost  Assumptions  ( 

as  of  July  1) 

1970 

$948 

$365 

$830 

$775 

$966 

$230 

1980 

1,059 

408 

906 

846 

1,042 

232 

1990 

l,l4o 

439 

973 

904 

1,093 

236 

2000 

1,189 

458 

1,014 

939 

1,124 

239 

2025 

1,213 

467 

1,035 

958 

1,148 

239 

High -Cost  Assumptions 

(as  of  July  1) 

1970 

$948 

$365 

$830 

$775 

$966 

$229 

1980 

1,057 

407 

904 

844 

1,040 

231 

1990 

1,136 

437 

969 

900 

1,088 

234 

2000 

1,182 

455 

1,009 

934 

1,118 

234 

2025 

1,207 

465 

1,028 

953 

1,142 

233 

% 

c/ 

% 


Including  widower's  benefits. 

Figures  represent  the  average  residual  widow* s  benefit  paid  In  addition 

to  their  own  old-age  benefit. 

Average  amount  paid  per  deceased  worker. 

As  of  December  1,  1958. 

Not  available. 
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Table  15 

ESTIMATED  AVERAGE  ANNUAL  DISABILITY  BENEFITS^ 
IN  CURRENT  PAYMENT  STATUS 


Supplementary 
Calendar        Disabled  Benefits^' 


Year 

Worker 

Wife ' s 

Child' 

Actual  Data  (as  of  January  1) 

1958c/ 
1959^ 

$873 
958 

$407 

$327 

i960 
1961 
1962 
1963 

1,068 
1,072 
1,075 
1,080 

433 
413 
397 

389 

371 
363 
350 
343 

1964 
1965 
1966 

1,087 
1,093 
1,173 

387 
387 
420 

341 
342 
379 

Low -Cost  Assumptions  (as  of  July 

1) 

1970 
1980 
1990 
2000 
2025 

$1,283 
l,4i6 
1,467 
1,478 
1,479 

$466 
530 
557 
563 
563 

$425 
484 
508 
513 
513 

High -Cost  Assumptions  (as  of  July  1) 


1970 

$1,277 

$465 

$424 

1980 

1,400 

1,450 

528 

481 

1990 

554 

505 

2000 

1,458 

559 

510 

2025 

1,457 

559 

510 

a/   With  respect  only  to  persons  who  receive 

benefits  from  the  DI  Trust  Fundo 
b/    Payable  to  dependents  of  disabled  workers, 
c/    As  of  December  1,  1958. 
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Table  l6 

ESTIMATED  OASI  BENEFIT  PAYMENTS 
(in  millions) 

Monthly 


aendar   Monthly  Benefits  to  the  Aged  Younger  Persons  ^ 

Year       Old-Age^/    Wife's^    Widow's^    Parent's    Child's    Mother '  s    Payments  Benefits 

Actual  Data 


1956 
1957 
1958 
1959 

$3,793 

4,888 
5,567 
6,548 

$536 
756 
851 
982 

$^9 
655 
757 
921 

$17 
19 
20 
25 

$6i4 
694 
776 
931 

$177 
198 
223 
265 

$109 
139 
135 
171 

$5,715 
7,3^7 
8,327 
9,842 

i960 
1961 
1962 
1963 

7,055 
7,802 
8,815 
9,391 

1,051 
1,124 
1,216 
1,258 

1,057 
1,252 
1,470 
1,612 

28 
51 
54 
34 

1,037 
1,186 
1,304 
1,368 

286 
316 
336 
348 

164 
171 
183 
206 

10,677 
11,862 
15,356 
14,217 

1964 
1965 

9,854 
10,984 

1,277 
1,385 

1,75** 
2,041 

35 
55 

1,425 
1,691 

354 
388 

216 
217 

Ik, 91k 
16,757 

Low-Cost  Assumptions 

1970 
1980 
1990 

2000 
2025 

$13,185 
18,066 
25,448 
26,511 
^5,753 

$1,558 
1,801 
2,021 
1,985 
2,655 

$3,099 
4,288 
5,024 
5,392 
8,361 

$33 
55 
55 
51 
52 

$2,268 
2,560 
5,008 
5,405 
4,755 

$445 
483 
580 
651 
870 

$266 
336 
400 
464 
691 

$20,854 
27,567 
34,51^ 
38,257 
61,097 

High -Cost  Assumptions 

1970 
1980 
1990 
2000 
2025 

$13,472 
19,046 
25,161 
28,985 
50,169 

$1,590 
1,921 
2,177 
2,156 
2,802 

$5,155 
4,261 
5,025 
5,568 
7,836 

$34 
54 
54 
32 
26 

$2,252 
2,457 
2,652 
2,777 
5,575 

$457 
455 
489 
510 
572 

$268 
345 
409 
463 
701 

$21,186 
28,497 
55,927 
40,471 
65,^79 

a/    I.e.,  for  retired  workers. 

b/  Including  husband's  and  young  wife's  benefits. 
cj    Including  widower's  benefits. 


-  37  - 


SOCIAL  SECURITY  AMENDMENTS  OF  19G7 


Table  17 

ESTIMATED  DI  BENEFIT  PAYMENTS 
(in  millions) 


Calendar 


Disabled 


Year 

Worker 

Wife 1 s 

Child's 

Actual  Data 

1957 

$57 

1958 

246 

$1 

$2 

1959 

391 

29 

38 

i960 

1*89 

32 

48 

1961 

724 

5^ 

109 

1962 

888 

68 

149 

1963 

965 

73 

172 

1964 

l,Okk 

79 

186 

1965 

l,2k6 

95 

232 

Low-Cost  Assumptions 


High -Cost  Assumptions 


Total 
Benefits 


$57 
249 
457 

568 
887 
1,105 
1,210 


309 
573 


1970 

$1,670 

$128 

$367 

$2,165 

1980 

2,239 
2,543 

154 

444 

2,837 

1990 

168 

472 

3,183 

2000 

3,086 

206 

542 

3,834 

2025 

4,555 

317 

770 

5,642 

1970 

$1,784 

$136 

$392 

$2,312 

1980 

2,544 

176 

508 

3,228 
3,691 

1990 

2,932 
3,596 

196 

563 

2000 

238 

687 

4,521 
6,435 

2025 

5,124 

337 

974 
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Table  18 

ANALYSIS  OF  THE  INTERMEDIATE -COST  ESTIMATE  FOR 
0A3DI  BY  TYPE  OF  BENEFIT  PAYMENT 
AS  PERCENT  OF  TAXABLE  PAYROLL^- 


Type  of  Payment 


Primary  benefits 
Wife's  benefits 
Widow's  benefits 
Parent's  benefits 
Child's  benefits 
Mother's  benefits 
Lump-sum  death  payments 

Total  benefits 
Administrative  expenses 

Railroad  retirement  financial  interchange 
Interest  on  existing  trust  fund- 
Net  total  level-cost 


OAST 

DT 

5  Mi 

.66% 

M 

.(ft 

1.13 

b/ 

.01 

b/ 

.65 

.13 

.1?? 

b/ 

.09 

y 

7.91 

.83 

.13 

.03 

.03 

.00 

-.16 

-.01 

7.91 

^85 

a/    Including  adjustment  to  reflect  the  lover  contribution  rate 
on  self -employment,  on  tips,  and  on  multiple  employer  excess 
wages. 

b/    This  type  of  benefit  is  not  payable  under  this  program, 
c/    This  item  includes  reimbursement  -for  additional  cost  of  non- 
contributory  credits  -for  military  service. 
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Table  19 

INTERMEDIATE- COST  ESTIMATE  OF  BENEFIT  PAYMENTS 
AS  PERCENT  OF  TAXABLE  PAYROLL5' 
FOR  SELECTED  YEARS 


Calendar 


Year 

OASI 

pi 

OASDI 

Actual 

Data 

1956 

3.48* 

*/ 

3.48* 

1957 

4.20 

.03* 

4.23 

1958 

4.77 

.Ik 

4.91 

1959 

5.03 

.23 

5.26 

i960 

5.33 

.28 

5.61 

1961 

5.85 

.44 

6.29 

1962 

6.31 

.52 

O.O? 

1963 

6.52 

.55 

7.07 

196U 

6.53 

.57 

7.10 

1965 

6.85 

.64 

7.^9 

Projection 

1970 

6.65* 

.71% 

7.36* 

1975 

7.05 

.77 

7.82 

1980 

7.43 

.80 

8.23 

1985 

7.89 

.81 

8.70 

1990 

8.24 

.80 

9.04 

1995 

8.21 

.80 

9.01 

2000 

7.89 

.84 

8.73 

2005 

7.65 

.90 

8.55 

2010 

7.80 

.96 

8.76 

2015 

8.38 

.97 

9.35 

2020 

9.12 

.96 

10.08 

2025 

9.76 

.93 

IO.69 

2030 

10.00 

.91 

IO.91 

2035 

9.91 

.94 

IO.85 

201+0 

9.86 

.95 

10.81 

2045 

9.96 

.95 

10.91 

a/    Including  adjustment  to  reflect  lower  contribution 

rate  on  self-employed  on  tips,  and  on  multiple-employer 
excess  wages. 

b/    Under  this  program*  benefit  payments  started  in  1957. 
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Table  20 

ANALYSIS  OF  ESTIMATED  LEVEL- COST  (AS  OF  JANUARY  1,  1967) 
OF  OASDI  SYSTEM  AS  PERCENT  OF  TAXABLE  PAYROLL57 


 Estimate  

Low-         High-  Intermediate- 
Level  Equivalent  of  Cost        Cost  Cost 


OASI  System 


jseneiib  ^aymencs 
Administrative  Expenses 
Railroad  Interchange           ,  / 
Interest  on  1966  Trust  Fund-' 

7  h^L 
f  •HPT' 

.12 

.03 

-.18 

ft  hcfL 
,1k 
.Ok 

-.15 

7  Qi'i, 

l  •y±/o 
.13 
.03 

-.16 

Net  Cost^ 

7.k2 

8.52 

7.91 

Contributions^ 

8.79 

8.82 

8.80 

Actuarial  Balance^ 

1.37 

.30 

.89 

DI 

System 

Benefit  Payments 
Administrative  Expense* 
Railroad  Interchange           .  1 
Interest  on  1966  Trust  Fund-' 

.03 
.00 
-.02 

.93$ 
.ok 
.00 
-.01 

.83^ 
.03 
.00 
-.01 

Net  CosW 

.76 

.96 

.85 

Contr  ibut  ions^ 

.70 

.70 

.70 

Actuarial  Balance^ 

-.06 

-.26 

-.15 

a/    Including  adjuatatat  to  reflect  the  Iflwer- Contribution  rate  on 
the  self-employed,  on  tips>  and  on  multiple  employer  excess  wages. 

b/  Interest  on  Trust  Fund  existing  at  end  of  1966  as  earned  in  future 
years.  Includes  reimbursement  for  additional  cost  of  noncontribu- 
tory  credits  for  military  service. 

c/    Level-equivalent  of  benefit  payments,  plus  administrative  expanses, 
less  interest  on  existing  Fund  at  end  of  1963  and  including  effect 
of  the  Railroad  Retirement  interchange  and  reimbursement  from  the 
general  treasury  of  the  additional  cost  for  noncontributory  wage 
credits  for  military  service. 

d/  Level  contribution  rate  for  employer  and  employee  combined  equiva- 
lent to  the  graded  rates  in  the  1965  Act. 

e/   A  negative  figure  indicates  the  extent  of  lack  of  actuarial  suf- 
ficiency. 
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Table  91 

ESTIMATED  OASDI  BENEFIT  PAYMENTS  AS  PERCENT 
OF  TAXABLE  PAYROLL^  ,  LOW-COST  AND  HIGH-COST  ASSUMPTIONS 


Calendar 


Year 

Low-Cost 

High -Cost 

OASI  System 

1970 

6.56* 

6.7^ 

1980 

7.9U 

7.63 

1990 

7.9^ 

8.55 

?000 

7M 

8.57 

P0?5 

8.66 

11.09 

DI  System 

1970 

.68£ 

.7^ 

19^0 

.7U 

.86 

1990 

.73 

.88 

9000 

.lh 

.93 

2095 

.80 

1.09 

a/    Including  adjustment  to  reflect  the  lower 
contribution  rate  on  self -employment,  on 
tips,  and  on  multiple- employer  excess  wages. 
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Table  22 


Z^rZyATTT  PROGRESS  07  OAS  I  TRUSS  HUE 
(in  millions ) 


:  ale  rear 
Year 

E&stri-  , 
buticrs- 

Be  refit 
Payments 

Adminis- 
trative 
Sxrerses 

Railroad 
retirement 

Financial  f 
Interchange— 

Interest 
or  Fund 

Fund 
at  2nd 
of  Year 

Actual  Data 

195" 
195a 
1959 

36,172 
6,825 
7,566 
8,052 

^5,715 
7  34*7 

9,842 

•*152 
16? 
194 

mk 

$5 
0 

-lo4 
-282 

$526 
556 
559 
532 

fe»,519 
^2.393 
21,5-54 
20,141 

19cl 
19^2 
1963 

10,866 
11,2:; 
12,059 

10,677 
11, 5  £2 
13,356 
14,217 

203 
239 
256 
281 

-318 
-332 
-361 
-423 

516 
548 
526 
521 

20,324 
19,725 
18,357 
18,430 

1964 
1965 

15,689 

16,017 

14, 914 
16,737 

296 
328 

-403 
-436 

569 
593 

19,125 
15,235 

Low -Cost  Assumptions 

1970 
I960 

2 

2025 

$25,825 
34,373 
39,232 
-f,;i: 
63,533 

$20,«54 
27,567 
34,514 
38,237 
61,097 

£370 
449 

523 
577 

865 

$-498 
-105 

52 
112 
147 

31,224 
.4,849 
10,016 
17,946 
65,411 

334,640 
124,553 
251,272 
44-,_-53 
1,611,451 

High. 

-Cost  Assumptions 

1970 

19cO 
1990 
2CCO 
2025 

$25,579 
33,662 

37,388 
43,619 
53,140 

$21,186 
28,497 
35,927 
40,471 
65,479 

£420 
514 
612 

663 
963 

$-526 
-155 
-7 

42 

67 

31,086 
3,009 
5,239 
"V92 

16,425 

332  ,  526 
100,561 
170,718 
252,361 
521,752 

Intermediate -Cost  Assumptions 

1970 
19cC 

:?9-: 
2o:c 
2025 

$25,702 
3^,026 
3c,  5cC 
44,969 
56,336 

$21,020 
25,031 
35,220 
39,355 
63,266 

$395 
-62 
566 
620 
914 

$-513 
-130 
23 

77 
107 

$1,154 
3,667 
7,365 
12,205 
36,172 

'  $33,560 
112,450 
209*245 
344,136 

1,004,202 

a/    Includes  reimbursement  for  additional  cost  of  noncontributory  credits  for 
military  service. 

0/    A  positive  f igure  indicates  payment  to  the  Trust  Fund  from  the  Railroad 
Retirement  Account,  and  a  negative  figure  indicates  the  reverse. 
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Table  23 

ESTIMATED  PROGRESS  OF  DI  TRUST  FUND 
(in  millions) 


Railroad 

Adminis-        Retirement  Fund 

Calendar       Contri-  /       Benefit        trative  Financial,  j  Interest       at  End 

Year  butions^       Payments       Expenses       Interchange-'  on  Fund        of  Year 

Actual  Data 


1957 

$702 

$57 

$3 

$7 

$649 

1958 

966 

249 

12 

25 

1.379 

1959 

891 

U57 

50 

$22 

40 

1,825 

i960 

1,010 

568 

36 

5 

53 

2.289 

1961 

1,038 

887 

64 

-5 

66 

2,437 

1962 

i,o46 

1,105 

66 

-11 

68 

2,368 

1963 

1,099 

1,210 

68 

-20 

66 

2,235 

1964 

1,154 

1,309 

79 

-19 

64 

2,047 

1965 

1,188 

1,573 

90 

-24 

59 

1,606 

Low-Cost  Assumptions 

1970 

$2, 242 

$2,165 

$108 

$-5 

$74 

$2,045 

1980 

2,691 

2,837 

115 

15 

22 

701 

1990 

3,070 

3,183 

112 

18 

2000 

3,622 

3,834 

126 

18 

2025 

4,953 

5,642 

185 

18 

sJ 

sJ 

High- Cost  Assumptions 

1970 

$2,221 

$2,312 

$118 

$-9 

$51 

$1,488 

1980 

2,637 

3,228 

144 

7 

*/ 

d/ 

1990 

2,965 

3,691 

157 

8 

«/ 

M 

2000 

3,412 

4,521 

190 

8 

2025 

4,143 

6,435 

271 

8 

§J 

y 

Intermediate-Cost 

Assumptions 

1970 

$2,232 

$2,240 

$113 

$-7 

$62 

$1,763 

1980 

2,664 

3,032 

«*  130 

11 

1990 

3,017 

3,438 

"134 

13 

1 

1 

2000 

3,517 

4,176 

158 

13 

2025 

4,548 

6,039 

228 

13 

it 

oj    Includes  reimbursement  for  additional  cost  of  noncontributory  credits  for 
military  service. 

b/    A  positive  figure  indicates  payment  to  the  Trust  Fund  from  the  Railroad 

Retirement  Account,  and  a  negative  figure  indicates  the  reverse, 
c/    Fund  exhausted  in  1983* 
d/    Fund  exhausted  in  1975. 
e/    Fund  exhausted  in  1977. 
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Table  24 

COMPARISON  OF  ESTIMATED  OASDI  BENEFIT  PAYMENTS  AS  PERCENT  OF  TAXABLE 
PAYROLL  FOR  VARIOUS  ACTS,  LOW-COST  ASSUMPTIONS 


Actuarial    Employment         Benefit  Payments  Cost  in  Year  

Act  Study  No.    Assumption     1955  I960  1970  1980  2000 

OASI 

1935  12  a/  2.81*  4.18*,  6.38*,  9.35*/  - 

1939  14  &/  4.46  ,  5-36^  6. 33^  7.22^  - 

1939  17  a/  2.58^  3.35  ^.71  6.13  7-55* 

1939  19  a/  2.51  3.45  5-19  7.29  8.98 

1939  23  Low  2.48  3-12  4. ok  5.02  5.75 

1939  23  High  1.32  1.75  2.57  3.33  4.19 

1950  b/  a/  2.21  2.83  4.00  4.93  5.80 

1952  b/  &/  2,1k  2.87  4.03  4.93  5.77 

1952  36  Low  3.31  k.kl  5.57  6.57  6.99 

1952  36  High  2.80  3.76  4.85  5-86  6.29 

1954  39  a/  2.78,y  4.04  5-57  6.79  7.24 

1956  48  tl  3.26^  4.72  /  6.27  7.16  6.74 

1958  b/  aV  3.261//  5.042A  6.47  7-46  7.06 

1960  b/  a/  3.261//  5.33^  6.69  7.75  6.94 

1961  %J  %j  3.26%  5.33^  7.03  7.78  7.15 
1961  58  a/  3.26^  5.33?/  6.98  7-70  7.19 
1965  b/  a/  3.26|/;  5.33^  7.00  7.47  7.64 
1965  63  %j  3.26^/  5.33^  6.56  7.24  7.44 

DI 

1956  48  a/  .l4*y 

1958  b/  a/  .20^/ 

1960  b/  a/  .28|// 

1961  b/  a/  .281// 
1961  58  a/  .28|// 
1965  b/  a/  .28^ 
1965  63  5/  .28^/ 


.22* 

.22* 

.22* 

.32 

•  36 

.30 

.40 

.41 

•  39 

.40 

.41 

.39 

•  57 

.56 

.52 

.56 

•  57 

.54 

.68 

.74 

.74 

a/  Only  one  employment  assumption  was  made, 

b/  Prepared  at  time  of  enactment. 

cj  Not  shown  in  Actuarial  Study;  taken  from  worksheets, 

d/  Actual  experience. 
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Table  25 

COMPARISON  OF  ESTIMATED  OASDI  BENEFIT  PAYMENTS  AS  PERCENT  OF  TAXABLE 
PAYROLL  FOR  VARIOUS  ACTS,  HIGH-COST  ASSUMPTIONS 


Actuarial    Employment  Benefit  Payments  Cost  in  Year 

Act     Study  No.    Assumption     1955       I960       1970       1980  2000 

OASI 

1935        12  a/  3.46* 


1939  14  a/  5.45 

1939  17  a/  3.70 

1939  19  a/  2.14 

1939  23  Lov  3.03 

1939  23  High  1.69 

1950  b/  a/  2.69 

1952  b/  a/  2.56 

1952  36  Low  3.76 

1952  36  High  3.29 

195^  39  a/  3.10./ 

1956  48  a/  3.26^ 

1958  b/  a/  3.26*/ 

1960  b/  a/  3.26*/ 

1961  b/  a/  3.26*/ 
1961  58  a/  3.26*/ 
1965  b/  a/  3.26*/ 
1965  63  a/  3.26^ 

DI 

1956  48  a/  .23*, 

1958  b/  a/  .33-^ 

1960  b7  a/  .28*/ 

1961  b/  a/  .28*/ 


5.13* 

8.41^/ 

io*.6o^ 

6.72 

8.54^/ 

/  I 

4.75 

6.77 

9.55 

12.66* 

3.00 

4.68 

6.94 

10.64 

3.73 

5.20 

7.19 

10.52 

2.46 

3.65 

5.18 

8.12 

3.74 

5.34 

7.14 

10.20 

3.74 

5.33 

7.08 

10.08 

4.97 

6.27 

7.58 

9.33 

4.44 

5.66 

6.95 

8.42 

4.63 

6.39 

7.90 

9.31 

M5c/ 

1:0 

6.62 

8.15 

9.61 

6.84 

8.49 

10.06 

7.02 

8.57 

9.89 

7.37 

8.78 

10.12 

7.42^/ 

8.78 

10.01 

8.88 

10.51 

6.73 

7.63 

8.37 

1961  £7  !28^ 

1965        b/  a/  .28*/ 

1965        63  a/  .28^ 


.45* 

.48* 

.50* 

.63 

.72 

.68 

.65 

.72 

.74 

.65 

.72 

.74 

.68 

.69 

.71 

.68 

.71 

.74 

.73 

.86 

.93 

a/  Only  one  employment  assumption  was  made, 

b/  Prepared  at  time  of  enactment. 

c/  Not  shown  in  Actuarial  Study;  taken  from  worksheets, 

d/  Actual  experience. 
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Actuarial  Studies  Available  from  the  Office  of  the  Actuary* 


kO.    The  Financial  Principle  of  Self -Support  in  the  QASI  System- 
April  1955. 

hi.    Analysis  of  Benefits,  QASI  Program,  195h  Amendments— May  1955. 

h6.    Illustrative  United  States  Population  Projections— May  1957. 

48.    Long -Range  Cost  Estimates  for  Old -Age,  Survivors,  and  Disability 
Insurance  under  1956  Amendments — August  1953. 

!*9.    Methodology  Involved  in  Developing  Long-Range  Cost  Estimates  for  the 
Old -Age,  Survivors,  and  Disability  Insurance  System — May  1959. 

50.  Analysis  of  Benefits,  OASDI  Program,  i960  Amendments— December  i960. 

51.  Present  Values  of  OASI  Benefits  in  Current  Payment  Status,  i960 — 
February  1961. 

52.  Actuarial  Cost  Estimates  for  Health  Insurance  Benefits  Bill — 
July  1961. 

53*    Medium-Range  Cost  Estimates  for  Old-Age,  Survivors,  and  Disability 
Insurance  and  Increasing-Earnings  Assumption— August  1961. 

5^.    Estimated  Amount  of  Life  Insurance  in  Force  as  Survivor  Benefits  under 
OASI  1959-60— October  1961. 

55*    Remarriage  Tables  Based  on  Experience  under  OASDI  and  U.  S.  Employees' 
Compensation  Systems— December  1962. 

56.    Analysis  of  Benefits  under  26  Selected  Private  Pension  Plans — 
January  1965. 

57*    Actuarial  Cost  Estimates  for  Hospital  Insurance  Bill — July  1963* 

53.  Long-Range  Cost  Estimates  for  Old-Age,  Survivors,  and  Disability 
Insurance  System,  1963 — January  1964. 

59*    Actuarial  Cost  Estimates  for  Hospital  Insurance  Act  of  1965  and  Social 
Security  Amendments  of  1965 — January  1965* 

60.  Mortality  Experience  of  Workers  Entitled  to  Old-Age  Benefits  under 
OASDI  19*1-1961— August  1965. 

61.  History  of  Cost  Estimates  for  Hospital  Insurance— December  1966. 

62.  United  States  Population  Projections  for  OASDHI  Cost  Estimates- 
January  1967* 


*  lumbers  not  listed  are  out  or  print. 
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Secretary  Gardner.  Thank  you,  sir. 

This  favorable  balance  will  finance  one-half  the  cost  of  our  pro- 
posals. An  additional  one-half  of  1  percent  would  be  met  through 
the  increases  in  the  earnings  base  I  have  already  mentioned.  The  re- 
maining one-quarter  of  1  percent  would  be  funded  through  increases 
in  the  contribution  rates.  Under  present  law,  the  ultimate  employer 
and  employee  contribution  rate  for  cash  benefits  will  reach  4.85  per- 
cent each  in  1973.  We  propose  increasing  this  ultimate  rate  to  5  per- 
cent each. 

Public  Assistance  Improvements 

I  would  now  like  to  turn  our  second  major  set  of  income  mainte- 
nance proposals,  which  are  designed  to  improve  the  income  of  public 
assistance  recipients. 

The  public  assistance  program  provides  the  major  source  of  income 
for  nearly  8  million  persons.  The  present  public  assistance  program 
is  not  providing  even  a  subsistence  level  for  many  of  these  recipients. 

In  1962,  the  Congress  created  an  Advisory  Council  on  Public  Wel- 
fare to  make  a  study  of  the  public  assistance  program.  In  its  report, 
issued  last  June,  this  group  stated  that  "public  assistance  payments 
are  so  low  and  so  uneven  that  the  Government  is,  by  its  own  standards 
and  definitions,  a  major  source  of  the  poverty  on  which  it  has  declared 
unconditional  war." 

The  States  are  required  to  set  assistance  standards  for  needy  per- 
sons which  they  use  to  determine  eligibility — but  they  need  not  make 
assistance  payments  on  the  basis  of  those  standards.  As  a  result,  pub- 
lic assistance  programs  vary  widely  from  State  to  State,  reflecting  not 
only  differences  in  State  capacity  to  finance  the  program  but  differ- 
ences in  State  interest  and  concern  for  the  needy. 

For  example,  the  minimum  standard  set  by  one  State,  South  Car- 
olina, for  an  aged  woman  living  alone  is  $71  a  month ;  most  States  set 
standards  between  $95  and  $135.  Yet  despite  these  standards,  10 
States  actually  pay  less  than  $85  per  month. 

The  lowest  standard  set  by  any  State  for  a  family  of  four  receiving 
aid  to  families  with  dependent  children  is  $131  a  month;  most  State 
standards  range  between  $150  and  $250.  But  seven  States  place  ar- 
bitrary ceilings  of  less  than  $100  on  what  can  actually  be  paid,  and 
20  States  pay  less  than  $150. 

To  end  this  situation,  we  are  proposing  that  the  States  be  required 
by  July  1, 1969,  to  meet  need  in  full  as  they  determine  it  in  their  own 
asistance  standards.  By  that  date,  States  would  need  to  eliminate 
all  regulations  or  other  devices  which  prevent  a  needy  individual  from 
receiving  a  payment  which  meets  his  need  as  the  States  determine  it. 
We  do  not  feel  that  the  Federal  Government  should  continue  to  sup- 
port programs  in  which  needy  people  are  expected  to  live  on  amounts 
which  the  States  themselves  say  are  not  enough  to  maintain  a  minimum 
level  of  decency  and  health. 

Some  States  are  now  using  standards  several  years  old  and  which 
do  not  reflect  current  living  costs.  Therefore,  our  proposal  would 
further  require  States  to  update,  on  July  1,  1968,  the  assistance 
standards  they  are  now  using.  From  that  date  on  they  would  have  to 
review  these  standards  annually  and  modify  them  if  significant- 
changes  occur  in  the  cost  of  living. 
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To  assure  an  appropriate  relationship  between  State  standards  for 
cash  assistance  and  those  for  medical  assistance,  we  are  also  proposing 
that  cash  assistance  standards  be  set  at  least  at  two-thirds  of  medical 
assistance  standards.  This  provision  is  complementary  to  our  title 
XIX  proposals  which  I  will  discuss  later. 

Based  on  present  information,  we  estimate  that  it  would  cost  the 
Federal  Government  an  additional  $150  million  annually  if  all  States 
made  assistance  payments  on  the  basis  of  meeting  full  need  as  they 
themselves  now  define  it.  An  additional  amount,  approximately  $100 
million,  would  be  needed  for  States  to  bring  their  needs  standards  up 
to  date  in  terms  of  1967  prices.  The  requirement  that  cash  assistance 
standards  be  set  at  least  at  two-thirds  the  level  of  medical  indigence 
will  entail  additional  costs  beginning  in  fiscal  year  1970.  Some  of 
these  costs  would  be  offset  by  the  increase  in  social  security  benefits 
which  will  reduce  the  amount  paid  under  assistance.  Because  of  the 
additional  fiscal  burden  our  proposals  will  place  on  some  States,  we  are 
requesting  a  transitional  authorization  of  $60  million  for  each  of  the 
fiscal  years  1970  and  1971  to  help  States  with  special  fiscal  problems 
meet  the  new  requirements. 

Work  Incentives 

Both  the  social  security  and  public  assistance  programs  make  reduc- 
tions in  payments  when  earnings  exceed  a  specified  amount. 

Under  the  social  security  program,  benefits  are  now  payable  in  full 
if  a  person's  earnings  do  not  exceed  $1,500  a  year.  If  a  person  earns 
more  than  $1,500  a  year,  $1  hi  benefits  is  withheld  for  each  $2  of  earn- 
ings between  $1,500  and  $2,700,  with  a  dollar-for-dollar  reduction  for 
earnings  above  $2,700.  Regardless  of  a  person's  annual  earnings, 
benefits  are  payable  in  full  for  any  month  in  which  he  does  not  earn 
more  than  $125. 

To  provide  an  additional  work  incentive  to  social  security  benefi- 
ciaries, we  propose  that  the  $1,500  annual  exempt  amount  be  raised  to 
$1,680,  that  the  upper  limit  on  the  $1  for  $2  span  be  raised  to  $2,880, 
and  that  the  amoiuit  a  beneficiary  may  earn  in  a  month  without  losing 
his  benefits  for  that  month  be  raised  to  $140. 

In  the  public  assistance  programs,  several  provisions  have  been 
enacted  in  recent  years  to  provide  recipients  with  an  incentive  for 
earning  income.  States  may  now  allow  aged  and  disabled  recipients 
and  dependent  children  to  earn  specified  amounts  with  no  reduction 
or  with  only  a  partial  reduction  in  public  assistance. 

Unfortunately,  many  States  have  not  adopted  these  provisions. 
Thirty  States  permit  the  aged  to  work  without  reducing  assistance 
payments  $1  for  every  dollar  they  earn :  only  21  States  offer  such  work 
incentives  to  dependent  children.  We  are.  therefore,  proposing  that 
the  present  optional  work  incentive  provisions  be  made  mandatory  on 
the  States  effective  July  1, 1969. 

Under  present  law,  dependent  children  may  at  the  State's  option 
earn  up  to  $50  per  month  with  no  reduction  in  assistance.  The  maxi- 
mum earned  income  exemption  in  one  family  is  $150.  But  the  adult 
caring  for  the  child  may  earn  no  money  for  current  use  without  a 
dollar-for-dollar  reduction  in  assistance.  We  believe  strongly  that 
this  serious  work  disincentive  should  be  eliminated.   We  recommend 
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that  the  parent  or  relative  caring  for  the  dependent  child  also  be  al- 
lowed an  earnings  exemption  of  $50  within  the  family  maximum  of 
$150. 

Coverage  Under  Social  Security 

In  addition  to  the  overall  benefit  increase,  we  are  recommending 
several  amendments  which  will  fill  gaps  in  coverage  under  present 
social  security  law. 

First,  we  propose  to  extend  disability  insurance  protection  to  dis- 
abled widows. 

Under  present  law,  a  widow  is  eligible  for  benefits  when  she  has 
children  in  her  care  or  when  she  attains  age  62 — she  may  receive  re- 
duced benefits  at  age  60.  Between  these  two  periods,  it  is  expected 
that  she  will  be  able  to  support  herself  through  employment.  But 
many  widows  are  disabled  and  cannot  work.  The  need  for  benefit  pro- 
tection is  at  least  as  great  for  the  younger  disabled  widow  who  cannot 
work  to  support  herself  as  it  is  for  the  able-bodied  62-year-old  widow 
who  now  may  receive  benefits. 

Under  our  proposal,  a  disabled  widow  under  age  62  would  be  eligi- 
ble for  benefits  if  her  disability  began  before  her  husband's  death  or 
before  her  children  attain  maturity,  or  within  7  years  after  either 
event.  This  limited  period  of  7  years  would  afford  the  widow  a  rea- 
sonable opportunity  to  earn  enough  social  security  coverage  to  qualify 
for  disability  benefits  on  her  own  earnings;  under  the  law  5  years  of 
work  are  required  as  a  minimum.  About  70,000  disabled  widows 
would  immediately  become  eligible  for  benefits  under  this  proposal. 

Our  second  proposal  will  fill  major  gaps  in  the  family  protection  of 
many  Federal  employees.  The  civil  service  retirement  system,  like 
private  pension  plans,  places  primary  emphasis  on  retirement  benefits 
for  long-term  employees.  But  unlike  social  security  coverage  it  does 
not  offer  continuing  basic  protection  in  the  early  years  of  employment 
or  for  most  workers  who  leave  Federal  employment.  To  provide  this 
protection,  we  recommend  that  credit  for  civil  service  employment  be 
transferred  to  social  security  if  a  worker  is  not  covered  under  the 
civil  service  system  when  he  dies,  becomes  disabled,  or  retires. 

Third,  we  are  recommending  changes  that  would  improve  the  social 
security  protection  of  many  farm  employees  by  extending  coverage 
to  more  of  their  work  and  by  making  it  easier  for  them  to  become  in- 
sured under  social  security. 

Many  hired  farmworkers  either  get  benefits  that  reflect  only  part  of 
their  earnings  or  do  not  qualify  for  benefits  at  all.  These  workers  are 
among  the  lower  earnings  groups,  who  have  the  greatest  need  for  so- 
cial security  protection. 

A  farmworker  now  earns  social  security  credit  while  working  for  a 
particular  employer  only  if  he  is  paid  at  least  $150  by  the  employer 
during  a  year  or  works  for  him  at  least  20  days.  We  propose  that 
these  limitations  be  reduced  to  $50  or  10  days. 

Other  changes  we  are  recommending  would  broaden  coverage  to  the 
dependent  parents  of  retired  or  disabled  workers,  children  supported 
by  relatives  other  than  their  parents,  and  certain  adopted  children, 
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Extension  and  Expansion  of  Expiring  Public  Assistance 

Provisions 

Under  public  assistance,  we  are  also  recommending  amendments 
affecting  the  coverage  of  the  program. 

In  1961  the  Congress  enacted  a  temporary  program,  optional  with 
the  States,  for  assistance  to  needy  children  of  unemployed  parents. 
The  following  year,  this  provision  of  law  was  extended  5  years  and 
broadened  to  offer  the  States  the  opportunity  to  combine  their  assist- 
ance program  with  a  work  experience  program  for  the  unemployed 
parents.  Over  the  past  6  years,  22  States  have  adopted  such  assist- 
ance programs,  though  only  12  offer  work  experience  to  unemployed 
parents  receiving  public  assistance.  We  recommend  that  the  unem- 
ployed parent  program  be  made  permanent. 

We  believe  that  work  and  training  programs  are  essential  to  assure 
that  those  persons  who  can  work  will  be  enabled  to  support  themselves 
without  public  assistance.  We  are  accordingly  proposing  that  there 
be  work  and  training  projects  in  every  State. 

We  are  also  recommending  that  there  be  greater  Federal  participa- 
tion in  the  cost  of  the  projects.  Currently,  there  is  no  Federal  shar- 
ing in  the  cost  of  project  materials,  supervision  or  training.  This 
limitation  has  handicapped  the  development  of  State  programs.  We 
propose  that  the  Federal  Government  pay  90  percent  of  these 
three  types  of  costs.  We  believe  that  these  work  experience  programs, 
together  with  the  work  incentive  provision  I  have  already  discussed, 
will  prove  a  wise  investment  in  reducing  dependency. 

The  fiscal  authorization  to  help  support  demonstration  projects 
under  public  assistance  also  expires  this  year.  We  urge  its  extension 
and  expansion.  As  a  nation,  we  spent  about  $4  billion  last  year  for 
cash  assistance  payments.  But  we  still  know  very  little  about  the 
practicality  of  different  approaches  of  reducing  dependency.  In 
particular,  we  need  to  know  more  about  the  relationship  between  in- 
come maintenance  programs  and  the  motivation  to  work.  Expansion 
of  the  expiring  demonstration  project  authority  will  give  us  the  op- 
portunity of  finding  the  answers  to  some  of  these  questions. 

Social  Work  Manpower  Training 

The  administration  of  many  of  our  important  programs  is  handi- 
capped by  the  lack  of  social  work  manpower.  The  need  for  manpower 
is  growing  far  beyond  the  present  capacity  of  the  schools  of  social 
work  to  produce  qualified  people.  In  the  public  welfare  programs 
alone,  the  projected  needs  for  social  workers  are  staggering  when  com- 
pared with  the  current  prospects  for  growth  of  the  schools.  The 
most  serious  barrier  to  increasing  the  supply  of  trained  manpower 
lies  in  the  limited  training  resources  of  the  schools  of  social  work 
themselves. 

We  are  therefore  recommending  a  program  of  grants  to  colleges, 
universities,  and  accredited  graduate  schools  of  social  work  to  meet 
part  of  the  costs  of  developing,  expanding,  or  improving  their  social 
work  training  resources.    The  grants  would  be  available  to  pay  the 
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cost  of  additional  faculty  members  and  administrative  personnel  and 
to  make  minor  improvements  in  existing  facilities.  We  anticipate 
that  this  program  would  help  to  increase  substantially  the  number 
of  trained  social  workers  serving  in  public  welfare  and  other  pro- 
grams. 

Child  Welfare  Services 

Over  the  past  decade,  there  has  been  a  steady  increase  in  the  number 
of  deprived  and  neglected  children  living  in  congested  urban  areas. 
Along  with  this  there  has  been  an  increase  in  the  complexity  of  the 
problems  they  face.  This  is  particularly  true  of  children  from  low- 
income  families. 

In  order  to  help  the  States  attack  these  problems  that  affect  chil- 
dren, and  to  develop  new  patterns  of  services  for  children,  we  are 
proposing  to  strengthen  the  child  welfare  services  supported  under 
title  V  of  the  Social  Security  Act. 

Child  welfare  services  are  provided  by  State  and  local  departments 
of  public  welfare.  They  include  casework  services  to  children  and 
their  parents,  services  to  unmarried  mothers  and  their  babies,  home- 
maker  and  day-care  services  to  help  keep  the  child  in  his  own  home, 
foster  care  when  a  child  must  be  removed  from  his  home,  and  adoption 
services  for  the  child. 

We  need  well  trained  and  highly  motivated  child  welfare  workers 
to  provide  these  services,  and  we  need  more  of  them.  Present  law 
requires  States  to  make  child  welfare  services  available  in  all  counties 
by  1975.  To  the  extent  feasible  the  services  must  be  provided  by 
trained  child  welfare  staff.  But  the  funding  authorizations  pres- 
ently in  the  law  preclude  the  Federal  Government  from  sharing  in 
the  additional  cost  of  these  requirements.  One-third  of  the  Nation's 
counties  do  not  have  the  sendees  of  a  full-time  child  welfare  worker, 
and  only  one-sixth  of  all  child  welfare  caseworkers  have  social  work 
degrees.  The  number  of  workers  has  increased  from  about  8,700  in 
1962  to  about  14,000  in  1967.  States  are  trying  to  improve  the  quality 
of  their  staff  through  both  inservice  training  programs  and  educa- 
tional leave.  Bur  16,000  more  child  welfare  workers  will  be  needed 
by  1975  in  order  to  meet  the  requirements  in  the  law. 

Child  welfare  services  should  be  available  to  all  children  who  need 
them.  To  insure  that  they  are  provided  by  competent  staff,  we  must 
increase  Federal  support. 

In  1966,  total  expenditures  for  child  welfare  services  were  close 
to  $400  million.  Federal  funds  accounted  for  only  about  10  percent 
of  this  amount.  Personnel  and  training  costs  amounted  to  $142  mil- 
lion— $39  million  from  Federal  funds  and  $103  million  from  State 
and  local  funds. 

Using  1967  State  expenditures  as  a  base,  we  recommend  that  the 
Federal  Government  pay  up  to  75  percent  of  additional  expenditures 
for  personnel  and  training.  This  will  provide  additional  State  and 
local  funds  expended  for  child  welfare  personnel  with  matching  on  a 
basis  comparable  with  similar  expenditures  in  the  public  assistance 
program,  and  States  will  have  an  incentive  to  strengthen  child  welfare 
staffs  as  much  and  as  rapidly  as  possible. 

We  propose  also  to  amend  the  child  welfare  research  and  demon- 
stration authority  to  make  possible  rapid  utilization  of  research  find- 
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ings  in  child  welfare  programs  and  development  of  new  methods  of 
providing  child  welfare  services. 

In  the  5  years  of  operation  under  our  present  research  and  demon- 
stration authorization,  we  have  supported  projects  which  have  yielded 
a  number  of  significant  innovations.  For  example,  we  have  shown 
how  nonprofessional  staffs  can  be  used  to  license  foster  family  homes 
and  day  care  centers.  We  have  shown  new  ways  to  use  homemakers 
with  families  with  severely  handicapped  infants.  We  must  now  dis- 
seminate these  findings  on  a  broad  basis  and  incorporate  them  into  ex- 
isting child  welfare  programs.  The  contract  authority  we  are  also 
seeking  will  make  it  possible  to  direct  research  into  neglected  but 
vitally  important  areas  of  the  child  welfare  programs. 

Child  Health 

As  a  nation,  we  provide  ourselves  on  our  medical  achievements ;  but 
many  American  children  do  not  share  in  these  successes.  Too  many 
infants  die  who  would  have  lived  had  they  received  medical  attention. 
Too  many  children  suffer  from  chronic  handicapping  conditions  that 
could  have  been  prevented,  corrected,  or  improved  by  early  treatment. 

Many  preschool  children  who  are  poor  and  who  need  treatment  for 
eye  difficulties  do  not  see  a  doctor ;  1  million  poor  children  who  need 
glasses  today  do  not  have  them.  One  out  of  every  four  young  men 
rejected  by  the  Selective  Service  for  orthopedic  or  hearing  defects 
could  have  had  these  defects  prevented  or  corrected  through  timely 
medical  attention. 

In  low-income  areas,  we  estimate  that  six  out  of  every  10  children 
who  suffer  from  one  or  more  chronic  conditions  are  not  receiving  any 
treatment. 

The  Congress  has  within  the  past  5  years  enacted  legislation  which 
expanded  existing  maternal  and  child  health  and  crippled  children's 
programs  and  established  new  programs  of  comprehensive  care  for 
mothers,  infants,  preschool  and  school-age  children  in  low-income 
areas. 

Our  recommendations  will  build  on  this  base  already  established  by 
the  Congress  as  well  as  explore  new  and  better  ways  of  reaching  those 
in  need.  Our  proposals  are  aimed  at  making  quality  health  care  avail- 
able to  more  poor  children  while  continually  evaluating  our  results 
and  exploring  new  ways  of  delivering  health  services  to  the  under- 
privileged. 

Early  Casefinding  axd  Treatment  of  Handicapping  Conditions  of 

Children 

Under  our  proposed  amendments,  all  children  in  low-income  or 
medically  indigent  families  would  be  assured  periodic  screening,  diag- 
nostic services,  and  medical  treatment — particularly  in  the  preschool 
years.  The  State  agency  now  operating  the  crippled  children's  services 
programs  would  be  required  to  organize  programs  to  screen  children 
in  low-income  areas  at  specified  ages  and  to  provide  diagnostic  services 
and  necessary  medical  treatment.  The  State  title  XIX  agency  will 
enter  into  agreements  with  the  State  crippled  children's  agency  to  re- 
imburse them  for  services  provided  to  children  eligible  for  medical 
assistance  under  title  XIX. 
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In  the  first  year,  500,000  children  would  be  screened  and  80,000 
treated.  Within  3  to  5  years  the  program  we  proposed  would  be 
screening  about  5  million  children  each  year.  Medical  treatment  to 
prevent,  correct,  or  ameliorate  chronic  handicapping  conditions  would 
be  provided  to  almost  600,000  children  who  would  otherwise  fail  to 
receive  adequate  treatment.  We  estimate  that  with  this  program  we 
would  dramatically  reduce  handicapping  conditions  among  poor 
children :  congenital  handicaps  would  be  reduced  by  at  least  30  per- 
cent, uncorrected  vision  problems  by  at  least  40  percent,  uncorrected 
hearing  disorders  bv  at  least  25  percent,  and  other  physically  handi- 
capping conditions  by  at  least  20  percent.  Over  a  period  of  time  the 
program  would  improve  the  condition  of  hundreds  of  thousands  of 
other  handicapped  children. 

Comprehensive  Maternal   and   Child   Health   Care  Research 

Projects 

Projections  of  the  number  of  pediatricians  and  general  practitioners 
show  that  we  must  change  our  methods  of  delivering  health  care. 
Unless  we  make  more  efficient  use  of  professional  time,  only  a  small 
percentage  of  our  children  will  have  comprehensive  health  care  avail- 
able to  them. 

We  have  too  few  studies  in  this  country  on  use  of  physician  assist- 
ants. Many  professional  organizations  have  suggested  that  improved 
health  care  for  larger  numbers  of  patients  can  be  provided  by  a  physi- 
cian with  a  number  of  skilled  helpers  at  his  command :  nutritionists, 
psychologists,  clinic  nurses  and  visiting  nurses,  and  particularly  well- 
trained  physician  assistants. 

Now  is  the  time  to  explore  the  use  of  physician  assistants  and  other 
health  personnel  in  ways  that  will  multiply  and  expand  the  physician's 
services  in  order  to  bring  good  care  to  larger  numbers  of  patients. 

Under  the  bill  before  you,  we  plan  to  expand  our  research  authority 
to  experiment  with  and  demonstrate  the  use  of  obstetric  and  pediatric 
assistants  in  bringing  comprehensive  health  care  to  large  numbers  of 
mothers  and  children,  particularly  in  areas  that  suffer  from  lack  of 
adequate  maternal  and  child  health  services. 

Training  New  Types  of  Maternal  and  Child  Health  Personnel 

In  addition  to  the  training  carried  out  under  these  research  projects, 
we  are  proposing  to  broaden  our  present  child  health  training  pro- 
gram. This  program  is  now  aimed  at  providing  professional  person- 
nel for  university- affiliated  mental  retardation  centers.  With  our 
amendments,  universities  would  be  able  to  expand  their  residency  and 
related  training  programs  for  health  personnel,  to  train  new  types  of 
personnel  and  to  teach  them  new  techniques  for  the  provision  of  child 
care,  and  to  develop  leadership  personnel  to  direct  comprehensive 
community  health  programs  for  mothers  and  children. 

Revision  of  Authorization  Under  Existing  Programs 

The  cost  of  the  existing  crippled  children's  services  program  may  be 
expected  to  increase  as  services  are  extended  and  as  hospitals  are  paid 
on  a  reasonable  cost  basis.  The  cost  of  the  maternal  and  child  health 
program  will  similarly  rise. 
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To  meet  this  additional  need,  we  are  proposing  that  the  authori- 
zation ceilings  be  eliminated  from  the  law  beginning  with  fiscal  year 
1969.  To  assure  that  States  use  additional  Federal  funds  to  extend 
and  improve  their  child  health  programs,  we  are  proposing  that  States 
be  required  to  maintain  at  least  their  present  level  of  expenditures  for 
these  programs. 

We  recommend  also  the  extension  and  expansion  of  the  comprehen- 
sive maternity  and  infant  care  program,  which  has  begun  to  show  im- 
pressive results.  Projects  under  this  program  provide  comprehensive 
health  care  for  low-income,  high-risk  expectant  mothers,  who  would 
otherwise  not  receive  the  necessary  care.  Family  planning  services 
have  also  been  made  available  with  the  other  health  care  services,  and 
these  can  be  extended  as  well. 

Since  the  program  was  first  established,  53  projects  have  been  ap- 
proved, in  rural  areas  as  well  as  in  low-income  areas  of  our  largest 
cities.  The  large  projects  in  Baltimore,  New  York,  and  Chicago, 
which  have  been  in  operation  for  2  years,  offer  a  marked  contrast  to 
the  general  trend  toward  increasing  infant  mortality  in  those  cities. 

In  Chicago,  for  example,  the  1965  infant  mortality  rate  in  the  area 
served  under  the  maternity  and  infant  care  project  was  34.5  deaths 
per  1,000  live  births;  in  other  similar  low-incOme  areas,  the  infant 
mortality  rate- was  57.4  per  1,000 — about  60  percent  higher  in  the  areas 
not  served. 

We  are  proposing  that  the  1968  authorization  for  this  program  be 
raised  to  $35  million,  and  that  the  program  be  extended  to  1972,  with 
an  additional  emphasis  on  the  reduction  of  infant  mortality  as  well 
as  prevention  of  mental  retardation,  as  presently  in  the  law. 

Dental  ProgRx^m  for  Children 

Like  other  health  services,  dental  care  also  cannot  be  substantially 
expanded  without  a  large  increase  in  the  number  of  trained  personnel. 

Children  begin  to  suffer  from  dental  caries  very  early,  almost  as 
soon  as  they  begin  to  have  teeth.  By  age  5,  a  child  has  an  average  of 
three  carious  teeth.  By  age  15,  the  average  youth  has  11  permanent 
teeth  damaged  or  destroyed.  A  third  of  Americans  over  age  35  have 
no  natural  teeth,  and  half  of  them  over  55  have  no  natural  teeth. 

In  most  instances,  this  complete  loss  is  unnecessary  and  pre- 
ventable. Fluoridation  of  drinking  water  would  reduce  dental 
caries  by  half.  And  periodic,  regular  dental  care  would  prevent  the 
progression  through  decay  to  complete  loss.  But  only  46  percent  of 
the  communities  with  common  drinking  supplies  are  fluoridating  their 
water.  And  the  majority  of  children  do  not  get  periodic  dental  at- 
tention. Sixty-five  percent  of  our  poor  children  have  not  seen  a 
dentist  in  the  past  year. 

The  magnitude  of  the  need  is  overwhelming.  To  show  the  way  to 
meet  this  need,  we  propose  a  pilot  dental  health  program  for  children. 
The  major  part  of  our  proposed  program  would  create  pilot  projects 
of  dental  care  for  needy  children  which  would  include  the  training  of 
auxiliary  dental  manpower. 

In  the  first  year,  the  pilot  projects  would  provide  dental  care  to 
100,000  needy  first-grade  children  in  10  selected  communities  and 
would  continue  to  provide  them  with  care  over  a  5-year  period.  Per- 
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haps  the  most  important  aspect  of  these  projects  will  be  the  training 
component  that  will  be  built  into  each  one.  We  know  today  that  a 
dental  assistant  can  double  the  capacity  of  the  dentist  to  deliver 
dental  care.  Working  under  direct  or  indirect  supervision,  particu- 
larly with  children,  dental  assistants  can  multiply  the  effectiveness  of 
dentists'  services  and  make  possible  a  truly  effective  dental  care  pro- 
gram. 

In  order  to  make  certain  that  we  reach  all  children  eventually,  we 
will  ask  that  some  of  these  projects  explore  and  support  a  voluntary 
insurance  program  at  the  same  time,  to  make  it  possible  for  one  system 
of  dental  care  to  offer  services  to  all  children  regardless  of  family 
income. 

Evaluation 

In  his  state  of  the  Union  message,  the  President  pledged  that  every 
Federal  program  will  be  examined  and  evaluated,  to  assure  that  pro- 
grams work  effectively  and  are  administered  in  the  best  way.  We 
must  gather  the  data  and  do  the  studies  needed  to  measure  the  effective- 
ness of  all  our  child  health  programs  and  in  particular  the  new  pro- 
grams we  are  proposing.  To  this  end,  we  are  asking  authority  to  re- 
serve up  to  one-half  percent  of  the  funds  appropriated  for  child  health 
programs  for  the  evaluation  of  these  programs. 

Medicare  for  the  Disabled 

Our  child  health  proposals  are  directed  at  making  a  substantial 
improvement  in  the  health  of  mothers,  infants,  and  young  children. 
For  the  aged,  the  establishment  of  the  medicare  program  brought 
about  a  new  era  in  health  care.  But  the  gratifying  successful  applica- 
tion of  medicare  to  the  elderly  has  shown  us  in  sharp  contrast  the 
plight  of  another  group — those  of  any  age  who  are  severely  or  totally 
disabled. 

In  numbers,  they  are  relatively  few.  In  terms  of  financial  security, 
their  position  is  most  precarious. 

Among  the  families  of  disabled  workers  who  were  married,  a  1960 
survey  showed  that  half  had  an  income  on  their  own  of  less  than  $170 
a  month.  Among  disabled  workers  who  were  unmarried — with  no 
husband  or  wife  to  provide  support — half  had  an  income  of  their  own, 
not  counting  social  security  payments,  of  less  than  $7  a  month. 

Under  existing  social  security  provisions,  these  seriously  disabled 
men  and  women  are  entitled  to  receive  cash  benefits,  but  even  with  the 
increases  we  are  recommending  these  payments  will  rarely  be  adequate 
to  cover  the  bills  for  hospital  and  medical  care  in  addition  to  rent,  food, 
and  clothing. 

The  health  problems  of  such  men  and  women  are  far  from  minor. 
About  one  in  five  requires  hospitalization  each  year,  and  at  least  half 
of  these  hospitalized  patients  need  annual  hospital  care  for  3  weeks 
or  more. 

Like  the  aged,  these  seriously  disabled  have  great  difficulty  in  ob- 
taining or  maintaining  private  health  insurance.  We  propose,  there- 
fore, that  medicare  protection — both  hospital  insurance  and  medical 
insurance — be  made  available  for  them,  beginning  January  1,  1968. 
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Approximately  1.5  million  disabled  people  under  the  age  of  65 
would  be  included — about  1.2  million  workers  who  are  already  getting 
social  security  disability  benefits,  about  200,000  individuals  getting 
childhood  disability  benefits,  and  about  100,000  widows  who  are  dis- 
abled. Similar  protection  would  be  provided  for  disabled  railroad 
retirement  beneficiaries. 

The  additional  income  resulting  from  the  increased  contribution 
and  benefit  base  will  pay  for  the  hospital  protection  without  any  in- 
crease in  the  contribution  rate.  Supplementary  medical  insurance 
protection  would  also  be  made  available  on  the  same  voluntary  basis 
as  it  is  for  the  aged — with  the  beneficiary  and  the  Federal  Govern- 
ment each  paying  a  monthly  premium  of  $3. 

Coordination  With  Areawide  Planning 

As  a  part  of  current  Federal  programs,  the  Nation's  hospitals  are 
being  reimbursed  for  their  reasonable  costs  in  providing  care  for  medi- 
care patients.  They  are  also  being  reimbursed  for  reasonable  deprecia- 
tion costs  and  related  charges. 

When  such  funds  are  used  for  the  modernization  of  facilities,  or 
new  construction,  or  the  purchase  of  newT  equipment,  there  is  an  in- 
creasing need  that  the  expenditures  be  made  in  accordance  with  broad, 
areawide  health  plans.  None  of  us  wishes  to  see  these  Federal  funds 
utilized  in  competitive  drives  to  put  a  radioisotope  laboratory,  a  cobalt 
bomb  for  cancer  treatment,  facilities  for  open-heart  surgery,  or  other 
costly  but  highly  specialized  equipment  in  every  hospital,  large  or 
small,  regardless  of  practical  requirements. 

We  are  recommending  that  where  institutions  participating  in  the 
medicare  program  make  capital  expenditures  that  are  not  in  accord- 
ance with  statewide  health  plans,  we  would  have  authority  to  reduce 
reimbursements  to  the  institutions  or  to  terminate  the  participation 
agreement  with  them.  This  requirement  can  do  much  to  strengthen 
State  health  planning. 

Other  Medical  Amendments 

Under  present  law,  a  physician  must  certify  that  medical  services 
are  necessary  when  a  patient  receives  inpatient  or  outpatient  hospi- 
tal services.  We  believe  that  the  admission  to  a  general  hospital  in 
itself  can  generally  be  relied  upon  as  an  indication  of  the  doctor's 
professional  judgment  that  the  hospitalization  is  needed.  We  feel, 
therefore,  that  it  would  be  desirable  to  drop  the  requirement  of  initial 
certification  at  the  time  of  admission  to  the  general  hospitals.  Simi- 
larly, the  requirement  for  certification  of  the  medical  necessity  of  out- 
patient services  is  in  our  judgment  unnecessary. 

In  other  medicare  amendments,  we  are  recommending  the  inclusion 
of  certain  services  of  podiatrists,  a  modification  of  the  provisions 
concerning  outpatient  hospital  and  diagnostic  specialty  benefits — • 
with  no  substantial  change  in  what  those  benefits  are — and  extension 
of  medicare  to  Federal  hospitals. 
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Medical  Assistance 

The  medical  assistance  program  authorized  by  title  XIX  of  the 
Social  Security  Act — like  the  medicare  program  authorized  by  title 
XVIII — has  already  enabled  millions  of  persons  to  obtain  needed 
health  care.  But  as  we  have  lived  with  this  program  during  its  first 
year,  we  have  learned  that  some  changes  are  needed  to  make  clear  the 
intentions  of  the  Congress. 

Nearly  all  the  States  have  been  cautious  in  establishing  levels  of  in- 
come and  resources  to  identify  eligible  individuals  and  families  for 
medical  assistance.  If  the  program  is  to  effectively  reach  the  needy, 
we  expect  that  many  of  these  States  will  need  to  broaden  or  liberalize 
these  requirements.  In  order  that  the  levels  do  not  exceed  what  the 
Congress  had  in  mind  as  the  limits  of  coverage  for  the  program,  we 
recommend  that  Federal  sharing  for  medical  assistance  payments  be 
limited  to  those  individuals  and  families  in  any  State  whose  income 
does  not  exceed  a  level  50  percent  above  the  level  which  would  qualify 
them  for  subsistence  payments  under  the  State's  plan. 

Thus,  for  example,  if  a  State  plan  set  a  maximum  level  of  $1,600  per 
year  to  qualify  a  needy  individual  for  subsistence  aid,  we  would  pro- 
pose a  maximum  level  of  $2,400  per  year  to  qualify  an  individual  for 
Federal  sharing  in  medical  assistance. 

Next,  we  are  recommending  several  measures  to  encourage  States  to 
utilize  on-going  programs  in  con j miction  with  title  XIX.  States 
should  be  enabled  to  pay  for  supplementary  medical  insurance  under 
title  XVIII  on  behalf  of  all  eligible  medically  needy  men  and  women, 
and  not  merely  on  behalf  of  those  who  are  receiving  cash  benefits. 
This  is  not  possible  under  current  legislation. 

We  are  also  proposing  legislation  to  prevent  unnecessary  use  of 
skilled  nursing  home  beds.  We  must  see  to  it  that  skilled  nursing  home 
care  is  used  only  for  those  patients  in  the  medical  assistance  program 
who  require  service  in  a  medically  oriented  facility.  To  achieve  this 
goal,  we  recommend  that  the  cash  assistance  programs  be  modified  to 
offer  States  incentives,  when  medically  and  economically  possible,  to 
provide  care  to  the  individual  in  his  own  home  or  under  domiciliary 
arrangements  if  a  physician  certifies  that  he  would  otherwise  need 
skilled  nursing  home  care. 

Other  amendments  would  eliminate  an  inequity  in  present  law  con- 
cerning Federal  payments  for  skilled  medical  personnel,  and  would 
create  a  Title  XIX  Advisory  Council.  These  amendments  are  set  forth 
in  the  printed  committee  summary. 

Conclusion 

Mr.  Chairman,  I  have  briefly  outlined  the  proposals  incorporated  in 
U.K.  5710  to  improve  and  strengthen  our  social  security,  public  assist- 
ance, child  welfare,  and  child  health  programs.  I  strongly  endorse  the 
provisions  of  H.R.  5710. 

I  am  grateful  for  your  patience  in  this  lengthy  testimony. 

Mr.  Surrey  of  the  Treasury  Department  will  next  discuss  the  pro- 
visions of  title  V  of  the  bill  and  then  Mr.  Ball  will  discuss  the  social 
security  proposals. 

The  Chairman.  Thank  you,  Mr.  Secretary,  for  your  statement. 

Mr.  Surrey,  you  are  recognized,  sir. 
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STATEMENT  OF  HON.  STANLEY  S.  SURREY,  ASSISTANT  SECRETARY 
FOR  TAX  POLICY,  TREASURY  DEPARTMENT,  ACCOMPANIED  BY 
JEROME  KURTZ,  TAX  LEGISLATIVE  COUNSEL 

Mr.  Surrey.  Mr.  Chairman  and  members  of  the  committee,  I 
appreciate  this  opportunity  to  present  the  details  of  the  President's 
recommendations  for  improving  the  income  tax  treatment  of  the 
elderly  which  he  included  in  his  message  on  older  Americans. 

Congress  has  been  mindful  of  the  financial  problems  associated  with 
old  age  and  has  created  far-reaching  direct  programs,  such  as  the 
social  security  and  medicare  systems,  aimed  at  their  solution. 

Another  significant  form  of  assistance  to  the  elderly  has  been  pro- 
vided by  special  income  tax  benefits  to  those  over  the  age  of  65.  This 
tax  program  costs  the  Federal  Government  approximately  $2.3  billion 
a  year  in  tax  revenues.  Yet  it  has  been  developed  in  a  piecemeal 
fashion  over  the  years — part  administratively,  part  by  committees 
other  than  this  one — without  ever  having  been  subject  to  an  overall 
review  by  this  committee  and  by  Congress  to  assure  that  the  system  is 
achieving  its  objective  in  an  equitable  and  uniform  manner.  When 
viewed  comprehensively,  it  seems  clear  that  the  present  system  of  tax 
benefits  for  the  elderly  is  not  directed  where  the  benefits  would  be  most 
effective  in  solving  the  financial  problems  of  this  group.  The  present 
system  is  subject  to  criticism  on  many  grounds : 

It  grants  more  relief  to  those  who  have  retirement  income — pensions, 
dividends,  interest,  rents — than  to  those  who  continue  working  past 
the  age  of  65  and  whose  income,  therefore,  is  in  the  form  of  wages 
and  salaries; 

It  is  of  substantially  more  value  to  those  elderly  with  higher  incomes 
than  it  is  to  those  in  the  lower  income  brackets ; 
It  is  exceedingly  complex. 

Recognizing  that  special  tax  provisions  for  the  elderly  are  based 
upon  the  special  financial  needs  associated  with  old  age,  the  task  then 
becomes  one  of  directing  the  tax  relief — in  a  simple,  fair,  and  uniform 
manner — to  those  who  are  in  the  most  need  of  it. 

It  is  to  this  goal  that  the  President's  proposals  I  am  discussing  with 
you  today  are  directed. 

These  proposals  will  not  change  the  aggregate  revenue  cost  of  the 
benefits  available  to  the  elderly.  Rather,  they  represent  a  restruc- 
turing of  the  system  within  the  present  revenue  cost.  This  would  be 
accomplished  by  replacing  the  present  complex  and  discriminatory 
provisions  with  a  flat  exemption — $2,300  for  single  persons  and  $4,000 
for  married  couples — available  to  all  lower  income  and  middle  income 
elderly  alike. 

There  are  about  20  million  persons  over  the  age  of  65. 

Of  these,  about  4  million  pay  income  tax  or  join  in  the  filing  of  a 
return  on  which  income  tax  is  paid. 

The  President's  proposals  will  not  change  the  tax-free  status  of 
almost  16  million  elderly  who  now  pay  no  tax.  Of  the  remaining 
group  of  elderly,  about  2.8  million  will  have  tax  reductions.  Thus, 
for  the  great  majority  of  the  elderly — over  18.5  million  persons,  more 
than  92  percent  of  the  total — the  President's  recommendations  will  not 
change  their  position  of  being  free  of  income  tax  burdens,  or  they  will 
result  in  a  tax  reduction. 


196 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


The  tax  liabilities  for  the  remaining  group  of  individuals  will  be 
increased  and  thereby  brought  more  in  line  with  those  of  taxpayers 
under  age  65  with  similar  amounts  of  income. 

For  all  of  the  elderly,  the  new  system  would  be  simple  and  straight- 
forward. 

Present  Law 

The  details  and  explanation  of  the  tax  benefits  available  to  the 
elderly  under  present  law  are  these : 

1.  An  extra  $600  personal  exemption — and  a  related  $100  minimum 
standard  deduction — are  allowed  to  each  person  65  or  over.  This 
provision  is  obviously  of  increasing  benefit  to  higher  bracket  taxpay- 
ers. This  extra  exemption  reduces  the  taxes  of  those  in  the  highest 
bracket  by  $420  but  is  worth  only  $98  to  a  taxpayer  in  the  lowest 
bracket. 

2.  Social  security  and  railroad  retirement  benefits  are  excluded  from 
income  tax  today.  The  exclusion  from  the  tax  base  of  these  items 
also  is  of  most  benefit  to  those  in  the  higher  tax  brackets.  A  top 
bracket  taxpayer  receiving  $1,000  a  year  from  social  security  retire- 
ment payments  enjoys  $700  of  tax  relief  by  reason  of  the  exclusion, 
while  one  in  the  lowest  brackets  may  benefit  by  only  $145  from  the 
same  exclusion. 

There  is  no  sound  tax  principle  that  supports  a  complete  exclusion 
for  social  security  and  railroad  retirement  benefits.  These  benefits 
are  essentially  in  the  nature  of  retirement  income  benefits  and  are  com- 
parable to  those  paid  from  a  private  retirement  plan.  The  exclusion 
of  social  security  retirement  benefits  is  a  tax  anachronism  granted 
administratively  in  the  days  when  benefits  were  low,  and  the  social 
security  system  was  in  its  infancy  and  viewed  as  a  "welfare"  program. 
The  exclusion  of  railroad  retirement  benefits  was  granted  by  a  different 
committee  to  create  parity  of  treatment  with  social  security.  To  con- 
tinue these  exclusions  as  benefits  grow  will  accentuate  ( 1 )  the  greater 
tax  benefits  given  to  the  wealthy  and  (2)  the  arbitrary  differences  in 
tax  treatment  of  elderly  individuals  with  the  same  total  incomes  which 
now  result  from  treating  various  kinds  of  income  differently. 

As  I  have  already  indicated,  the  major  purpose  of  the  President's 
proposal  is  to  replace  these  exclusions — as  well  as  the  other  compli- 
cated special  tax  benefits  now  available  to  the  elderly — with  a  flat 
special  exemption  available  to  all  lower-  and  middle-income  elderly 
alike.  Under  the  proposal,  however — and  I  would  like  to  stress  this 
because  there  has  been  some  confusion  on  the  matter — no  elderly 
person  whose  income  consists  only  of  social  security  or  railroad  retire- 
ment benefits  would  become  taxable — either  on  the  basis  of  the  present 
levels  of  these  benefits  or  those  which  have  been  proposed  by  the  Presi- 
dent. Furthermore,  on  an  overall  basis,  the  proposal  leaves  90  per- 
cent of  the  present  social  security  recipients  untaxed,  and  reduces  taxes 
for  an  additional  5  percent  on  the  basis  of  present  levels  of  social 
security. 

3.  A  retirement  income  credit  presently  is  allowed.  This  complex 
provision  grants  a  maximum  credit  against  income  tax  equal  to  15 
percent  of  an  individual's  first  $1,524  of  eligible  retirement  income 
and  15  percent  of  the  first  $2,286  for  a  married  couple  where  only  one 
spo  ise  qualifies.    The  sole  justification  advanced  for  the  retirement 
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income  credit  is  that  it  provides  tax  benefits  to  individuals  receiving 
pension  or  investment  income — but  little  or  no  social  security  bene- 
fits— somewhat  comparable  to  the  exclusion  for  social  security. 

This  credit,  however,  discriminates  most  unfairly  against  those  who 
continue  working  after  reaching  age  65.  This  arises  because  wage 
income  is  not  eligible  for  the  retirement  income  credit  and,  in  addition, 
wage  income  reduces  the  amount  of  that  credit  available  for  invest- 
ment and  pension  income.  Consequently,  an  individual  over  65  whose 
entire  income  consists  of  dividends,  interest,  and  private  pension  bene- 
fits, can  under  present  law  receive  an  unlimited  amount  of  this  income 
and  still  qualify  for  the  retirement  income  credit.  If  single,  he  does 
not  start  paying  tax  until  his  income  exceeds  roughly  $3,100.  On  the 
other  hand,  for  a  single  person  up  to  age  72  who  is  forced  to  supple- 
ment a  small  pension  by  working  after  retirement,  the  maximum  allow- 
able retirement  income  credit  begins  to  diminish  as  his  wages  exceed 
$1,200  and  is  completely  eliminated  if  he  earns  as  little  as  $3,000.  He 
would  start  paying  taxes  at  $1,600  if  his  income  consisted  solely  of  his 
wages. 

These  differences  are  unwarranted.  The  elderly  person  who  by 
economic  circumstances  is  required,  or  who  out  of  a  desire  to  be  active 
and  productive  chooses,  to  continue  working  should  not  have  withheld 
from  him  the  tax  relief  available  to  one  living  on  dividends  and  interest 
or  a  substantial  pension. 

Furthermore,  the  retirement  income  credit  is  one  of  the  most  com- 
plex provisions  of  the  Internal  Revenue  Code  which  is  applicable  to 
a  broad  range  of  individual  taxpayers.  Its  detailed  and  complicated 
rules  require  an  entire  page  on  the  tax  return.  I  might  add  that  at 
this  time  of  the  year,  when  the  members  of  this  committee  are  engaged 
in  filling  out  tax  returns,  they  might  take  a  look  at  what  is  essentially 
page  4  of  the  regular  income  tax  return.  That  page  4  is  entirely  de- 
voted to  the  retirement  income  credit  and  in  going  through  it,  the 
taxpayer  has  about  14  steps  or  questions  which  he  must  look  at  to 
compute  what  he  thinks  is  his  credit.  However,  after  he  gets  to  that 
point,  he  is  suddenly  told  that  if  he  goes  through  11  more  possible 
steps  or  questions  there  is  an  alternative  computation  which  may  give 
him  more  than  the  first  14  steps  did.  The  computation  of  this  credit 
takes  up  more  space  on  the  return  than  is  required  for  stating  all  the 
personal  deductions,  all  the  income  from  sources  other  than  wages, 
and  all  the  other  tax  credits. 

Experience  has  indicated  that  the  retirement  income  credit  is  so 
complicated  that  many  of  the  elderly  do  not  understand  it  and,  there- 
fore, lose  the  benefits  to  which  they  are  entitled. 

This  present  complex,  confusing,  and  discriminatory  system — 
which  is  far  more  favorable  to  the  retirement  income  of  the  elderly 
than  to  their  wages  and  salaries — is  not  a  rational  structure.  This 
structure  of  taxing  the  elderly  seems  to  have  been  dictated  by  a  chain 
of  events  rather  than  by  a  considered  judgment  of  this  committee 
or  the  Congress.  As  I  previously  mentioned,  the  exclusion  for  social 
security  benefits  was  established  by  administrative  ruling  while  the 
railroad  retirement  benefit  treatment  was  acted  upon  by  a  different 
committee.  The  retirement  income  credit  has  generally  been  discussed 
only  in  the  narrow  context  of  attempting  to  equate  the  tax  treatment 
of  other  forms  of  retirement  income  with  that  already  granted  to  social 
security  benefits. 
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The  President's  Proposal, 

Coming  to  the  President's  proposal  and  title  V  of  the  bill  before  you, 
the  proposed  revision  of  the  income  tax  treatment  of  the  elderly  would 
eliminate  these  unfair  and  complex  features  of  existing  law  and  would 
provide,  instead,  a  relatively  simple  and  uniform  method  of  giving 
tax  relief  to  all  elderly  taxpayers  in  relation  to  their  need.  The  exclu- 
sions for  social  security  and  railroad  retirement  benefits,  the  retirement 
income  credit,  and  the  extra  $600  personal  exemption  and  $100  mini- 
mum standard  deduction — the  entire  present  structure — would  be  re- 
placed by  a  uniform  special  exemption. 

The  proposal  would  allow  a  special  exemption  of  $2,300  to  all 
single  taxpayers  who  have  attained  the  age  of  65  and  a  special  exemp- 
tion of  $4,000  to  a  married  couple  where  both  are  over  the  age  of  65. 1 
In  the  case  of  a  married  couple  where  one  is  over  65  and  one  is  under 
65,  the  allowable  exemption  would  be  $2,300.  These  taxpayers  would, 
of  course,  still  retain  the  personal  exemption  of  $600  and  the  minimum 
standard  deduction,  available  to  all  taxpayers. 

These  special  exemptions  would  be  reduced  dollar  for  dollar  the 
amount  of  income — including  social  security  and  railroad  retirement 
benefits— received  during  the  taxable  year  in  excess  of  $5,600  in  the 
case  of  a  single  individual  and  $11,200  in  the  case  of  a  married  couple. 
However,  in  order  to  reflect  the  retiree's  own  contributions  to  the 
social  security  or  basic  railroad  retirement  system,  the  amount  of  his 
special  exemption  would,  in  no  case,  be  reduced  below  an  amount  equal 
to  one-third  of  the  amount  of  these  benefits  included  in  his  income  for 
tax  purposes.  For  a  taxpayer  without  social  security  or  railroad  re- 
tirement benefits,  the  special  exemption  would  phase  out  at  the  income 
level  of  $7,900  for  a  single  person  and  $15,200  for  a  married  couple. 

Additional  particulars  under  the  proposal  are : 

(1)  Only  those  social  security  and  railroad  benefits  which  are  paid 
as  retirement  benefits  would  no  longer  be  excluded.  Thus,  disability 
benefits,  lump-sum  death  benefits,  and  children's  benefits  would  re- 
main excludable  from  income.  The  exclusion  for  these  benefits  essen- 
tially parallels  the  tax  treatment  of  similar  payments  made  under 
a  private  arrangement. 

(2)  The  provision  which,  under  certain  conditions,  permits  a  tax- 
payer to  claim  an  exemption  for  an  elderly  parent  he  is  supporting 
would  be  revised  to  allow  the  parent  to  receive  up  to  $1,200 — rather 
than  the  present  $600 — of  gross  income  before  the  exemption  is  dis- 
allowed. This  change  would  reflect  the  fact  that  by  virtue  of  being 
included  in  income,  social  security,  and  railroad  retirement  benefits 
would  be  included  for  the  first  time  in  applying  the  income  test. 

(3)  The  minimum  income  limits  for  filing  a  return  in  the  case  of 
individuals  over  age  65  would  be  raised  from  $1,200  to  $2,800  2  to  re- 


1  The  $2,300  special  exemption  is  numerically  equivalent  to  the  present  maximum  pri- 
mary social  security  benefit  ($1,600  rounded)  and  the  extra  $600  personal  exemption  and 
its  related  $100  minimum  standard  deduction.  To  arrive  at  the  $4,000  married  couple's 
exemption,  there  is  added  $800  representing  the  wife's  social  security  benefit  and  $700 
representing  her  extra  $600  personal  exemption  and  related  $100  minimum  standard 
deduction,  with  the  total  rounded  to  $4,000. 

2  The  figure  $2,800  represents  the  value  of  the  new  special  exemption  ($2,000),  the  $600 
personal  exemption,  and  a  $200  standard  deduction  available  to  a  married  taxpayer  filing 
a  separate  return.  It  represents  the  smallest  possible  dollar  combination  (on  a  rounded 
basis)  of  these  benefits  in  the  case  of  any  taxpajyejr.  Due  to  a  drafting  error,  the  bill 
erroneously  reflects  the  new  filing  level  as  $2,600  rather  than  $2,800. 
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fleet  the  higher  income  levels  at  which  individuals  would  be  completely 
exempt  from  tax  under  the  proposal.  For  married  couples,  the  $2,800 
would  be  in  terms  of  their  combined  income  in  recognition  of  the  fact 
that  their  joint  income  is  considered  in  applying  the  phaseout  rules 
for  the  new  special  exemption. 

Under  existing  law,  persons  under  age  65  need  not  include  their 
social  security  or  railroad  retirement  benefits  in  income  and,  in  addi- 
tion, those  individuals  receiving  a  pension  under  a  public  retirement 
system  are  eligible  for  the  retirement  income  credit.  In  keeping  with 
the  recommendations  for  those  over  age  65,  the  proposal  would  elim- 
inate these  preferences.  It  would  substitute  instead,  for  the  individ- 
uals involved,  a  special  deduction  equal  to  the  lesser  of  (1)  the  actual 
amount  of  such  benefits  received  or  (2)  $1,600.3  The  $1,600  limitation 
on  the  amount  of  the  deduction  would  be  reduced  dollar  for  dollar  to 
the  extent  that  income  received  exceeds  $5,600  in  the  case  of  a  single 
taxpayer  or  $11,200  in  the  case  of  a  married  taxpayer,  just  as  in  the  case 
of  those  over  age  65,  but  not  below  an  amount  equal  to  one-third  of 
any  social  security  or  railroad  retirement  benefits  included  in  income. 

Effect  of  the  Proposal 

Coming  to  the  effect  of  the  proposal,  the  proposed  revision  of  the 
tax  treatment  of  all  elderly  and  retired  persons  represents  a  balanced 
revenue  program  of  tax  simplification  and  reform. 

Eliminating  the  retirement  income  credit  while  at  the  same  time 
extending  comparable  benefits  to  individuals  in  the  lower  and  middle 
income  groups — regardless  of  the  nature  of  their  income — will — 

Vastly  simplify  the  tax  computation  for  most  individuals  re- 
ceiving retirement  income ; 

Eliminates  the  existing  discrimination  against  those  who  con- 
tinue working  after  age  65. 

The  loss  in  tax  revenues  which  will  result  from  extending  the  uni- 
form special  exemption  to  all  lower  and  middle  income  persons  over 
age  65  without  regard  to  the  source  of  their  income  will  be  balanced 
by  removing  the  benefits  of  this  special  exemption  from  those  individ- 
uals whose  income  levels  demonstrate  that  old  age  has  not  created 
financial  hardship. 

Under  the  proposal,  all  single  persons  over  age  65  with  incomes — 
from  all  sources  including  social  security  and  railroad  retirement 
benefits — of  $3,222  4  or  less  would  be  exempt  from  income  tax.  All 
married  couples,  where  both  are  65  or  over,  with  incomes  of  $5,777  5 
or  less  would  be  exempt.  These  figures  reflect  the  special  exemption 
plus  the  regular  exemption  and  standard  deduction  that  people  get. 
These  results  obtain  regardless  of  source  of  income — wages,  pensions, 
social  security  or  railroad  retirement  benefits,  or  investment  income. 
This  will  mean  that  almost  a  half  million  older  persons  of  the  4.2 


3  The  $1,600  deduction  ceiling  is  numerically  equivalent  to  the  present  exclusion  for  the 
maximum  primary  social  security  benefit  ($1,600  rounded)  and  is  more  than  adequate  to 
reflect  the  value  of  the  retirement  income  credit  (15  percent  of  the  first  $1,524  of  retirement 
income).  It  represents  the  same  value  assigned  to  these  benefits  in  constructing1  the 
special  exemption  for  persons  over  the  age  of  65. 

*This  reflects  the  special  exemption  of  $2,300:  a  personal  exemption  of  $600.  and  the 
10-percent  standard  deduction  of  $322  on  $3,222  of  income. 

5  This  reflects  the  special  exemption  of  $4,000,  two  personal  $600  exemptions,  and  a 
10-percent  standard  deduction  of  $577  on  $5,777  of  income. 
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million  persons  now  taxable  will  be  completely  relieved  of  any  income 
tax  liability. 

Of  the  elderly  persons  above  these  income  levels,  nearly  all  single 
persons  over  age  65  with  incomes  up  to  $5,800,  and  nearly  all  married 
couples  where  both  are  over  65  with  incomes  up  to  $11,600,  will  obtain 
tax  reductions.  In  addition,  many  elderly  single  persons  with  incomes 
over  this  level  and  up  to  $7,300,  and  many  elderly  married  couples 
with  incomes  up  to  $14,000,  will  also  receive  tax  reductions  depending 
on  the  composition  of  their  income.  This  is  elaborated  in  tables  1  and 
2  attached  to  my  statement.  In  total,  of  the  elderly  above  the  new 
fully  exempt  level,  nearly  2.3  million  would  have  their  income  taxes 
reduced  in  varying  amounts  depending  on  the  nature  of  their  income 
and  its  consequent  treatment  under  present  law. 

The  remaining  1.4  million  older  taxpayers,  about  7  percent  of  the 
elderly,  will  have  their  taxes  increased.  They  will  lose  the  special 
tax  benefits  now  available  to  them  since  they  have  no  demonstrable 
need  for  special  tax  relief.  Of  course  for  many  of  these  the  increased 
social  security  benefits  proposed  by  the  President  will  completely  or 
materially  offset  the  tax  increase. 

Since  railroad  retirement  benefit  levels  are  considerably  higher  than 
the  social  security  levels,  the  present  tax  benefits  extended  to  railroad 
retirees  through  the  exclusion  of  their  benefits  from  income  tax  are 
likewise  greater  than  for  elderly  persons  receiving  social  security  or 
other  forms  of  retirement  income.  For  this  reason,  the  income  levels 
at  which  railroad  retirees  will  be  unaffected  or  will  receive  tax  reduc- 
tions or  will  have  tax  increases  under  the  proposal  are  somewhat  lower 
than  in  the  case  of  other  elderly  persons.  The  effect  of  the  proposal  is 
thus  to  place  these  railroad  retirees  in  the  same  tax  position  as  social 
security  recipients  or  other  elderly  with  the  same  total  income.  As 
stated  earlier,  however,  the  proposal  leaves  completely  free  of  tax  those 
persons  receiving  only  railroad  retirement  benefits. 

Of  the  14.5  million  aged  persons  receiving  social  security  benefits. 
90  percent  would  not  pay  any  tax  under  the  President's  proposals  so 
that  their  social  security  benefits  will,  in  fact,  remain  nontaxable, 
assuming  the  present  level  of  benefits.  Another  5  percent  of  the  re- 
cipients presently  taxable  because  of  other  income  would  have  their 
taxes  reduced.  For  this  group  also  the  effect  of  the  proposal  will  be 
to  continue  the  nontaxability  of  their  social  security  benefits.  If  there 
is  an  increase  in  social  security  benefits  of  the  nature  recommended  by 
the  President,  tax  increases  will  be  realized  by  only  an  additional  1.5 
percent  of  the  social  security  recipients — about  200,000  persons.  More- 
over, as  stated  earlier,  no  elderly  person  receiving  only  social  security 
benefits,  either  at  present  or  under  the  President's  program,  will  be 
subject  to  tax. 

In  summary,  the  President's  proposal  has  been  carefully  designed  to 
correct  three  major  problems  that  presently  exist  under  our  tax  treat- 
ment of  the  elderly : 

The  proposal  will  simplify  the  tax  return  and  tax  filing  problems  of 
all  older  people. 

It  will  end  the  unfair  and  serious  discrimination  against  those  older 
persons  who,  by  force  of  circumstances  or  desire,  continue  working 
after  age  65. 
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Finally,  it  will  insure  that  the  benefits  extended  through  our  tax 
system  to  the  elderly — which  will  remain  at  their  present  $2.3  billion 
level — will  go  to  those  who,  because  old  age  has  imposed  particular 
financial  problems,  need  tax  relief  the  most. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Without  objection,  the  material  appended  to  your 
statement,  Mr.  Surrey,  will  appear  in  the  record  at  this  point. 
(The  material  referred  to  follows :) 

Title  V — Tax  Treatment  of  the  Aged 

TECHNICAL  EXPLANATION 

I.  Inclusion  of  Retirement  Benefits  Received  Under  the  Social  Se- 
curity and  Railroad  Retirement  Systems  in  Gross  Income 

At  present  all  social  security  benefits  (by  administrative  ruling) 
and  railroad  retirement  benefits  (by  law)  are  excludable  from  gross 
income.  Paragraph  (a)  of  Section  503  of  the  bill  creates  a  new  sec- 
tion 82  of  the  Internal  Revenue  Code  which  provides  for  the  inclusion 
in  gross  income  of  virtually  all  social  security  and  railroad  retirement 
benefits  which  are  in  the  nature  of  retirement  benefits. 

More  specifically,  the  basic  retirement  annuity  paid  to  a  covered 
worker,  as  well  as  the  benefit  paid  to  his  wife  if  she  is  not  otherwise 
eligible  on  her  own  right  are  includible  in  income  for  tax  purposes. 
On  the  other  hand,  the  following  types  of  benefits  would  not  be  in- 
cludible in  income : 

(1)  Disability  pension  paid  to  workers  and  their  families.  Under 
the  social  security  system,  a  disabled  worker  and  possibly  members  of 
his  family  are  entitled  to  benefits  out  of  the  disability  fund  until  the 
worker  reaches  age  65.  These  would  be  nontaxable.  Payments  to 
him  and  other  members  of  his  family  after  he  reaches  age  65  convert 
to  retirement  benefits  payable  out  of  the  Old  Age  and  Survivors  In- 
surance Trust  Fund,  and  as  such  (with  the  exception  of  child's  bene- 
fits) would  be  includible  in  income.  This  treatment  corresponds  with 
the  "sick  pay"  provisions  applicable  to  disability  payments  received 
under  private  plans. 

(2)  Payments  to  the  minor  children  of  a  retired,  disabled,  or  de- 
ceased employee. 

(3)  Lump  sum  death  benefits. 

Dependency  exemption. — A  taxpayer  may  claim  a  personal  exemp- 
tion for  any  dependent  with  less  than  $600  of  gross  income  and  for 
whom  he  provides  half  the  support.  Frequently,  this  exemption 
arises  in  the  case  of  a  taxpayer  supporting  an  elderly  parent.  At 
present,  in  applying  the  "$600  gross  income  test,"  social  security  and 
railroad  retirement  benefits  are  ignored  because  they  are  not  included 
in  gross  income  for  tax  purposes.  This  would  no  longer  be  true  under 
the  bill,  with  the  result  that  the  gross  income  of  elderly  taxpayers 
receiving  social  security  will  automatically  be  increased  by  the  amount 
of  these  benefits,  and,  thus,  if  no  change  were  made  the  possibility 
would  exist  that  many  elderly  persons  formerly  claimed  as  depend- 
ency exemptions  by  their  children  or  by  others  could  no  longer  be  so 
claimed.  This  result  is  not  per  se  improper,  since  social  security  and 
railroad  retirement  benefits  are  as  much  economic  income  as  are  pri- 
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vate  retirement  pension  benefits.  Nonetheless,  in  order  to  prevent  in 
many  cases  the  loss  of  a  dependency  exemption  by  relatives  who  sup- 
port an  elderly  social  security  or  railroad  retirement  pensioner,  sec- 
tion 504(b)  of  the  bill  amends  section  151(e)  of  the  Internal  Revenue 
Code  to  provide  that  persons  aged  65  or  over  may  receive  up  to  $1,200 
of  gross  income  and  still  be  claimed  as  dependency  exemptions. 

The  bill  contains  two  technical  amendments  with  respect  to  the  in- 
clusion of  social  security  and  railroad  retirement  benefits  in  gross 
income.  Section  503(b)  of  the  bill  is  a  clarifying  amendment  in- 
tended to  foreclose  the  possible  applicability  of  section  101(b)  of  the 
Internal  Revenue  Code  (which  provides  for  an  exclusion  from  income 
of  certain  employee  death  benefits)  to  social  security  or  railroad  retire- 
ment annuities  paid  to  the  survivors  of  deceased  insured  workers. 
Most  annuities  paid  to  survivors  of  covered  workers  are  paid  by  reason 
of  the  age  of  the  recipient  ;  they  are  the  same  annuities  as  would  be 
paid  to  the  worker's  spouse  or  parents  if  the  worker  were  alive  at 
retirement.  In  other  words,  these  annuities  are  essentially  in  the 
nature  of  retirement  benefits  and  should  be  taxed  as  such. 

Section  506(c)  of  the  bill  conforms  the  Railroad  Retirement  Act 
by  modifying  the  provision  exempting  railroad  retirement  benefits 
from  all  taxes,  so  as  to  reflect  their  inclusion  in  gross  income  for 
Federal  income  tax  purposes. 

II.  Repeal  of  the  Retirement  Income  Credit 

Section  501  of  the  bill  provides  for  the  repeal  of  section  37  of  the  In- 
ternal Revenue  Code,  the  retirement  income  credit.  The  retirement 
income  credit  is  a  very  complex  provision  intended  to  extend  tax  bene- 
fits, somewhat  comparable  to  the  tax  benefits  resulting  from  the  exclu- 
sion of  social  security  and  railroad  retirement  from  gross  income,  to 
retired  individuals  who  are  not  covered  (or  only  partially  covered) 
by  the  social  security  and  railroad  retirement  programs. 

The  retirement  income  credit  is,  basically,  a  credit  against  the  tax- 
payer's tax  equal  to  15  percent  of  his  first  $1524  of  retirement  income. 
The  $1524  base  is  raised  to  $2286  in  the  case  of  a  married  couple  with 
both  spouses  over  65  but  where  only  one  has  retirement  income  or  other- 
wise qualifies  for  the  credit.  Retirement  income  eligible  for  the  credit 
includes,  in  the  case  of  a  person  over  65,  pension  benefits,  rents,  interest, 
and  dividends ;  in  the  case  of  a  person  under  65  it  includes  only  pension 
benefits  received  from  a  public  retirement  system.  The  $1524  maxi- 
mum base  is  reduced  by  the  amount  of  social  security  or  railroad 
retirement  benefits  received. 

The  reason  that  the  retirement  income  credit  is  so  complex  is  that, 
because  it  is  intended  to  parallel  the  social  security  exclusion,  it  in- 
corporates limitations  upon  the  credit  comparable  to  those  that  the 
Social  Security  Act  imposes  upon  the  amount  of  and  entitlement  to 
maximum  social  security  benefits.  Thus,  the  credit  is  only  allowable  if 
the  individual  had  received  earned  income  in  excess  of  $600  in  each  of 
any  ten  calendar  years  before  the  year  in  question.  In  addition,  the 
$1524  base  is  reduced,  pursuant  to  a  specified  formula,  if  wages  in  ex- 
cess of  $1200  ($900  in  the  case  of  an  individual  under  age  62)  are 
received.  This  $1200  level  was  intended  to  equal  the  level  at  which 
social  security  benefits  begin  to  be  cut  back  because  of  earned  income. 
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The  $1524  and  82286  maximum  credit  bases  were  derived  from  the 
maximum  annual  social  security  retirement  annuities  receivable  by  a 
covered  worker  and  by  a  covered  worker  and  his  spouse,  respectively, 
under  the  Social  Security  Act  as  amended  through  1958. 

III.  Repeal  of  the  Extra  Personal  Exemption  and  Related.  Minimum 

Stand ard  D educ t io n 

Section  504(a)  repeals  the  provision  allowing  each  taxpayer  over 
the  age  of  65  an  additional  860(3  personal  exemption.  This  will  auto- 
matically result  in  the  elimination  of  the  S100  minimum  standard  de- 
duction that  is  related  to  that  personal  exemption.  Taxpayers  over  the 
age  of  65  will  still  be  eligible  for  the  basic  8600  personal  exemption 
allowable  to  each  taxpayer. 

IV.  Special  Exemption  for  Individuals  Over  Age  65 

To  replace  the  tax  benefits  described  above,  section  501: (c  )  of  the  bill 
creates  a  new  special  exemption  ( section  151:  of  the  Internal  Eevenue 
Code)  for  persons  aged  65  or  more.  To  qualify  for  the  exemption  the 
Taxpayer  must  have  attained  age  65  before  the  close  of  the  taxable  year 
involved.  For  a  single  person  the  annual  special  exemption  is  $2300. 
For  a  married  couple  where  both  are  over  65.  each  may  qualify  for  a 
$2000  annual  exemption — for  a  total  of  84000  on  a  joint  return.  Sec- 
tion 153  of  the  Code  is  applicable  in  determining  marital  status.  If 
the  spouses  file  separate  returns  each  takes  a  $2000  exemption.-  For 
married  couples  where  only  one  spouse  is  over  age  65.  the  one  over  age 
65  may  qualify  for  a  82300  exemption  ( i.e..  the  same  as  a  single  person) . 
whether  or  not  a  joint  return  is  filed.  The  one  under  65  is  not  entitled 
to  a  special  exemption  but  may  be  entitled  to  the  new  retirement  income 
deduction  if  she  is  receiving  social  security,  railroad  retirement,  or 
public  retirement  system  benefits  ( see  item  V  for  description  of  this 
proposal) . 

The  special  $2300  exemption  which  the  bill  provides  for  the  single 
person  over  65  is  approximately  equal  to  the  total  tax  benefits  resulting 
from  the  following  provisions  of  existing  law.  which  would  be 
eliminated : 

1.  Exclusion  of  social  security  benefits,  up  to  the  present  annual 
maximum  of  81600  (rounded),  from  gross  income  (Section  503(a) 
of  the  bill  eliminates  the  social  security  and  railroad  retirement 
exclusions) . 

2.  The  extra  8600  personal  exemption  allowable  to  individuals  over 
age  65  (Section  504(a)  of  the  bill  repeals  this  exemption). 

3.  The  extra  8100  minimum  standard  deduction  that  is  related  to  the 
extra  8600  personal  exemption  (Section  504(a)  of  the  bill  also  has  the 
effect  of  eliminating  this  extra  minimum  standard  deduction). 

The  special  exemption  does  not  replace,  but  is  an  addition  to  the  regu- 
lar $600  personal  exemption  which  is  available  to  all  taxpayers  at  any 
age. 

2  If  both  spouse?  are  over  age  65  bur  only  one  spouse  bas  gross  income  and  the  other 
«;pousp  is  not  the  dependent  of  another,  then  the  spouse  with  the  gross  income  may  claim 
a  total  §4.000  special  exemption  ( i.e..  his  own  §2,000  plus  his  spouse's  §2.000)  even  on  a 
separate  return.  This  provision  parallels  the  existing  section  151(b)  of  the  Internal 
Revenue  Code,  which  allows  one  spouse  to  claim  the  other  spouse's  personal  exemption 
even  on  a  separate  return — as  long  as  the  nonfiling  spouse  has  no  income  and  is  not  the 
dependent  of  another. 
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The  $4000  total  exemption  which  the  bill  provides  for  a  married 
couple  both  over  65  is  slightly  greater  than  the  total  tax  benefits  result- 
ing from  the  following  provisions  of  existing  law,  which  would  be 
eliminated : 

1.  The  exclusion  of  the  worker's  social  security  benefits,  up  to  the 
present  annual  maximum  of  $1600  (rounded) ,  from  gross  income. 

2.  The  exclusion  from  gross  income  of  the  spouse's  social  security 
benefits,  up  to  a  maximum  of  $800  (rounded),  which  represent  the 
maximum  receivable  by  a  spouse  who  does  not  qualify  for  benefits 
in  her  own  right. 

8.  The  two  extra  $600  personal  exemptions  plus  the  two  $100  mini- 
mum standard  deductions  that  are  related  to  these  extra  exemptions. 

The  total  $4000  exemption  slightly  exceeds  the  total  of  these  bene- 
fits. This  gives  some  recognition  to  the  fact  that  some  spouses  will 
receive,  as  a  result  of  their  own  Avork  experience,  social  security  bene- 
fits greater  than  one-half  of  the  other  spouse's  benefits. 

The  special  exemptions  are  allowed  as  deductions  from  adjusted 
gross  income.  However,  there  is  no  requirement  that  the  individual 
itemize  his  deductions  in  order  to  qualify  for  the  special  exemption. 
This  method  of  handling  the  special  exemption — which  is  the  same  as 
that  followed  for  the  $600  personal  exemption — will  permit  the  stand- 
ard deduction  to  be  computed  on  an  income  base  which  includes  social 
security  or  railroad  retirement  benefits  but  which  has  not  yet  been 
reduced  by  the  offsetting  special  exemption.  This  will,  in  effect,  result 
in  an  added  benefit  to  many  of  those  taking  the  standard  deduction. 

The  allowance  of  the  special  exemption  is  limited  to  taxpayers  at 
the  lower  and  middle  income  levels.  This  is  accomplished  as  follows  : 
For  a  single  person,  the  special  exemption  is  reduced  dollar-for-dollar 
by  the  amount  of  his  adjusted  gross  income  in  excess  of  $5600.  Hoav- 
ever,  it  is  never  cut  back  to  a  figure  below  one-third  of  the  basic  social 
security  or  railroad  retirement  benefits  3  he  has  included  in  his  income 
for  that  year.  This  represents  a  very  rough — and  generous — allow- 
ance for  recovery  of  the  employee's  contributions  to  the  social  security 
or  railroad  retirement  programs.  Thus,  for  a  single  person  with  no 
social  security  or  railroad  retirement  benefits,  the  special  exemption 
will  be  completely  phased  out  at  a  $7900  adjusted  gross  income  level. 
However,  if  his  taxable  income  includes  $1500  of  social  security  bene- 
fits, his  special  exemption  will  in  no  event  be  reduced  below  $500  (one- 
third  of  $1500)  no  matter  how  high  his  adjusted  gross  income. 

For  a  married  couple  filing  a  joint  return,  where  one  spouse  is  65 
:>r  over  and  the  other  is  under  65  the  special  exemption  will  remain 
at  $2300.  However,  in  this  case  the  exemption  will  be  cut  back  dollar- 
for-dollar  for  adjusted  gross  income  in  excess  of  $11,200  (i.e.  double 
the  cut  back  level  for  a  single  person) — but  not  below  one-third  of  the 
social  security  and  R.R.  retirement  benefits  actually  included  in  income. 

For  a  married  couple  filing  a  joint  return  where  both  spouses  are 
age  65  or  over  a  total  exemption  of  $4000  is  allowable.  This  in  turn 
is  cut  back  dollar-for-dollar  for  adjusted  gross  income  in  excess  of 
$11,200  but  not  below  one-third  of  the  social  security  and  railroad 
retirement  benefits  included  in  the  couple's  income.    Thus,  for  a  couple 


3  Railroad  retirement  supplemental  annuities  though  includable  in  gross  income,  are  not 
included  for  purposes  of  computing  the  one- third  cutback  floor.  No  part  of  such  benefits 
represents  a  return  of  the  employee's  contributions  since  the  supplemental  annuity  pro- 
gram is  entirely  noncontributory. 
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with  no  social  security  or  railroad  retirement  income,  the  special  ex- 
emption will  be  completely  phased  out  at  $15,200  of  adjusted  gross 
income.  However,  if  $2400  of  their  taxable  income  consists  of  social 
security  benefits,  their  combined  special  exemption  will  level  out  at 
$800  once  they  reach  $14,400  of  adjusted  gross  income. 

For  a  married  couple  filing  separate  returns,  the  cutback  is  applied 
separately  to  each  spouse's  exemption  but  on  the  basis  of  their  com- 
bined incomes.  That  is,  each  special  exemption  is  cut  back  by  the 
amount  by  which  one-half  of  their  combined  income  exceeds  $5600. 
The  use  of  the  combined  income  in  their  case  will  remove  any  arti- 
ficial incentive  to  file  separate  returns  in  order  to  take  advantage  of 
an  uneven  distribution  of  income  among  the  spouses. 

The  social  security  and  railroad  retirement  benefits  that  are  being 
included  in  income  under  the  bill  will  also  be  included  in  the  adjusted 
gross  income  base  for  applying  the  cutback  provisions. 

Miscellaneous  amendments. — Section  506  (a)  of  the  bill  amends 
section  4  of  the  Internal  Revenue  Code  to  permit  the  Internal  Revenue 
Service  to  prescribe  optional  tax  tables  reflecting  the  new  special  ex- 
emption. Section  506(b)  of  the  bill  is  a  technical  amendment  to 
section  144  of  the  Internal  Revenue  Code.  Section  144  of  the  Code 
presently  provides  that  taxpayers  with  less  than  $5000  of  adjusted 
gross  income  may  not  use  the  standard  deduction  unless  they  elect  to 
use  the  optional  tax  tables.  The  bill  adds  an  exception  to  this  rule 
for  persons  over  65  who,  unless  the  Secretary  or  his  delegate  issues 
tables,  will  not  be  permitted  to  elect  the  optional  tax. 

V.  Special  Retirement  Income  Deduction  for  Persons  Under  Age  65 

Section  503(a)  of  the  bill  creates  a  new  section  218  of  the  Internal 
Revenue  Code.  Under  this  section,  each  individual  under  age  65  is 
entitled  to  a  deduction  equal  to  the  amount  of  social  security,  railroad 
retirement,  and  public  retirement  system  benefits  included  in  his  gross 
income — subject  to  a  ceiling  on  the  deduction  of  $1,600  and  a  phase-out 
provision  for  higher-income  taxpayers.  The  new  section  contains  a 
definition  of  "public  retirement  systenr'  which  is  identical  with  the 
definition  presently  in  the  retirement  income  credit. 

This  deduction  is  personal  to  the  taxpayer  receiving  the  specified 
types  of  income;  thus,  married  couples  cannot  combine  their  deduc- 
tions to  permit  the  deduction  of  more  than  $1600  of  benefits  received 
by  one  of  the  spouses.  For  example,  if  a  retired  teacher  under  age  65 
is  receiving  an  annual  pension  of  $2000  and  his  wife,  who  is  also  under 
65,  receives  no  social  security,  railroad  retirement  or  public  retirement 
system  benefits,  the  husband  may  qualify  for  a  deduction  of  no  more 
than  $1,600  and  the  wife  is  allowed  no  retirement  income  deduction — 
even  if  a  joint  return  is  filed. 

Under  the  law  of  community  property  States,  the  husband  and  wife 
in  the  above  example  would  each  be  considered  as  having  $1,000  of 
retirement  income.  In  order  to  provide  for  equal  treatment  of  all 
married  couples,  no  matter  in  what  State  they  reside,  the  new  section 
218  provides  that  their  retirement  income  shall  not  be  so  prorated  for 
purposes  of  applying  the  new  retirement  income  deduction.  Thus, 
the  result  in  the  above  example  will  be  the  same  in  all  States.  Under 
present  law,  some  married  taxpayers  living  in  community  property 
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States  are  able,  in  effect,  to  claim  two  retirement  income  credits,  in- 
stead of  the  one  credit  available  to  married  couples  in  noncommunity 
property  States,  under  the  facts  of  the  above  example.  This  would 
be  the  case  if  neither  spouse  had  significant  wage  income.  On  the 
other  hand,  community  property  rules  may  operate  to  the  detriment  o  f 
such  a  couple.  If  the  retiree  has  retirement  income  but  his  wife  has 
wage  income,  her  wage  income  will  presently  operate  to  reduce  his 
retirement  income  credit  base.  The  proposed  repeal  of  the  retirement 
income  credit,  and  the  special  community  income  provision  of  the  new 
section  218  will  eliminate  these  anomalies. 

Section  502  (a)  of  the  bill  amends  section  62  of  the  Internal  Revenue 
Code  to  provide  that  the  new  retirement  income  deduction  will  be 
allowed  as  a  deduction  in  arriving  at  adjusted  gross  income.  Thus, 
the  retirement  income  (social  security,  railroad  retirement,  and  public 
retirement  pensions)  which  is  includible  in  gross  income  and  then 
offset  by  the  new  section  218  deduction  will  not  be  included  in  ad- 
justed gross  income  upon  which  the  10  percent  standard  deduction  is 
computed.  If  this  were  not  true,  the  mere  receipt  of  social  security, 
railroad  retirement,  or  public  retirement  system  benefits  could  produce 
a  tax  lower  than  that  which  would  have  been  payable  if  this  income 
were  not  received.  On  the  other  hand,  section  502(c)  of  the  bill 
amends  section  170(b)  (1)  of  the  Code  and  section  502(d)  of  the  bill 
amends  section  213  of  the  Code  to  provide  that  for  purposes  of  comput- 
ing the  limitations  on  the  charitable  contribution  and  medical  expense 
deductions,  respectively,  adjusted  gross  income  is  computed  without 
regard  to  the  retirement  income  deduction.  Since  the  charitable 
contribution  and  medical  expense  limitations  are  intended  to  represent 
a  certain  proportion  of  the  taxpayer's  spendable  income  it  would  not  be 
appropriate  to  reduce  the  base  against  which  they  are  applied  by  the 
retirement  income  deduction,  which  does  not  represent  a  cost  of  acquir- 
ing gross  income  but  is  merely  a  special  benefit  related  to  the  particular 
source  of  the  income.  Furthermore,  if  the  retirement  income  deduc- 
tion were  to  reduce  adjusted  gross  income  for  purposes  of  the  medical 
expense  deduction  floor,  in  many  cases  the  undesirable  situation  would 
result  that  a  taxpayer's  medical  expense  floor  would  increase  when  he 
reaches  65  and  becomes  entitled  to  the  $2,300  special  exemption  (which 
does  not  reduce  adjusted  gross  income)  instead  of  the  retirement  in- 
come deduction. 

The  new  $1,600  retirement  income  deduction  replaces — 

1.  The  exemption  from  gross  income  of  social  security  retire- 
ment benefits  received  by  a  person  under  65 ; 

2.  The  comparable  railroad  retirement  exemption ; 

3.  The  retirement  income  credit  for  persons  receiving  pensions 
under  a  public  retirement  system. 

The  $1600  ceiling  represents  the  maximum  benefits  now  available  as 
a  result  of  either  the  exclusion  of  social  security  from  income  (maxi- 
mum of  $1600  (rounded))  or  the  retirement  income  credit  (which  is 
available  for  the  first  $1524  of  retirement  income). 

As  in  the  case  of  the  special  exemption  for  those  over  age  65,  the 
$1600  retirement  income  deduction  ceiling  will  be  reduced  dollar-for- 
dollar  to  the  extent  that  adjusted  gross  income,  including  social  secu- 
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rity  and  railroad  retirement  benefits,  exceeds  $5600  in  the  case  of  a 
single  taxpayer  and  $11,200  in  the  case  of  a  married  couple.  The  de- 
duction ceiling  will  never  be  reduced,  however,  to  an  amount  less  than 
one-third  of  any  social  security  and  railroad  retirement  benefits  in- 
cluded in  the  taxpayer's  gross  income.  In  the  case  of  a  married  person, 
the  cutback  is  applied  on  the  basis  of  one-half  of  the  combined  adjusted 
gross  income  of  both  spouses. 

In  either  case,  the  cutback  operates  to  reduce  the  deduction  ceiling. 
Thus,  for  example,  if  a  single  person  under  65  has  $6000  of  adjusted 
gross  income,  including  $1000  of  social  security  benefits,  his  retirement 
income  deduction  will  be  $1000  even  though  his  income  exceeds  the 
$5600  cutoff  level  by  $400.  This  is  because  his  deduction  ceiling  has 
only  been  reduced  to  $1,200  which  is  still  above  his  otherwise  allowable 
deduction. 

Since  the  new  retirement  income  deduction  is  a  deduction  arriving  at 
adjusted  gross  income  rather  than  an  exemption,  persons  entitled  to 
the  deduction  may  use  the  optional  tax  tables. 

VI.  Filing  Requirement 

Under  existing  law  a  person  age  65  or  over  must  file  a  tax  return  if 
his  income  exceeds  $1200.  As  a  consequence  of  the  present  proposal 
this  requirement  can  be  raised  and  a  person  65  or  over  will  only  be  re- 
quired to  file  a  tax  return  if  his  income,  together  with  his  spouse's  in- 
come if  married,  exceeds  $2800.  Under  no  conceivable  set  of  circum- 
stances will  any  person  age  65  or  over  have  tax  liability  if  his  income 
(or  their  income  in  the  case  of  a  married  couple)  is  less  than  this 
amount.4 

VII.  Effective  Date 

The  new  special  exemption  and  retirement  income  deduction — as 
well  as  the  repeal  of  the  present  provisions — would  apply  to  taxable 
years  beginning  in  1968.  This  seems  most  compatible  with  the  July  1, 
1967  effective  date  for  the  social  security  increases. 

Appendix 
illustrative  tables 
Table  of  Contents 

Table  1. — Income  Levels  Below  Which  Taxpayers  Over  65  Would 
Have  a  Tax  Reduction  and  Above  Which  Taxpayers  Would  Have 
an  Increase  Under  the  President's  Proposals,  Single  Persons. 

Table  2. — Same  as  above,  but  for  Married  Couples. 


*Due  to  a  drafting  error  the  bill  sets  the  filing  requirement  at  $2,600  rather  than  the 
correct  amount  which  is  $2,800. 

The  $2,800  amount  reflects  the  fact  that  a  married  taxpayer  65  or  over  whose  spouse  is 
also  65  or  over  and  who  files  a  separate  return  is  entitled  to  only  one-half  of  the  couple's 
$4,000  aged  exemption,  his  $600  personal  exemption,  and  an  additional  allowance  to  reflect 
the  10-percent  standard  deduction.  The  filing  requirement  was  arrived  at  by  rounding 
these  three  elements  to  the  lowest  even  amount  that  could  appropriately  represent  a  filing 
requirement  for  all  persons  65  or  over. 
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Table  A-l. — Present  Tax  and  Tax  Change  Under  Proposal  for 
Selected  Taxpayers  With  Wage  Income  Only  as  Compared  to  a  Regu- 
lar Taxpayer. 

Table  A-2. — Tax  Changes  Under  Proposal  for  Taxpayers  With 
Average  Social  Security  Benefits  and  Retirement  Income,  Single  In- 
dividual, Age  65. 

Table  AS.— Same  as  A-2,  but  for  Married  Couple,  Both  Age  65. 

Table  A-£. — Tax  Changes  Under  Proposal  for  Taxpayers  With 
Maximum  Social  Security  Benefits  and  Retirement  Income,  Single 
Individual,  Age  65. 

Table  AS. — Same  as  A-4,  but  for  Married  Couple,  Both  Age  65. 

Table  AS. — Tax  Changes  Under  Proposal  for  Taxpayers  With 
Maximum  Social  Security  Benefits  and  Retirement  Income,  Married 
Couple,  Husband  Age  65,  Wife  Under  65. 

Table  A-7. — Tax  Changes  Under  Proposal  for  Taxpayers  With 
Average  Social  Security  Benefits  and  Retirement  Income,  Married 
Couple,  Husband  Age  65,  Wife  Under  65. 


Table  1. — Income  levels  below  which  taxpayers  over  65  would  have  a  tax  reduction 
and  above  which  a  tax  increase  under  the  President' s  proposals,  single  individuals 


Income  level 
separating 
tax  cut 
from  increase 

Social 
security 
increase 
proposed 

Income  level 
above  which 
after-tax 
income  decreases 
as  a  result  of  tax 
proposal  and 
social  security 
increases  1 

Maximum  primary  social  security  benefit  ($1,630): 2 

1.  No  retirement  income  credit  3                   .   _ 

4  $5, 833 

5,988 
6,393 

6, 041 

6,825 

6,095 
7,300 

$244 

151 
151 

312 
312 

$6, 580 

6,485 
6,793 

6,975 
8 10, 400 

6,095 
7,300 

Average  social  security  benefit  ($1,008) : 5 

1.  Maximum  retirement  income  credit : 6   ... 

2.  No  retirement  income  credit  6_.  .     .  ........ 

Minimum  social  security  benefit  ($528): 7 

1.  Maximum  retirement  income  credit 6    

2.  No  retirement  income  credit  6._  .        .....    .  . 

No  social  security  benefits : 

1.  Maximum  retirement  income  credit 6   

2.  No  retirement  income  credit 6    

1  Present  income  level  before  social  security  increase.  The  calculations  assume  use  of  the  standard  deduc- 
tion.  These  levels  are  higher  for  itemizers. 

2  The  maximum  which  was  received  by  a  significant  number  of  beneficiaries. 

3  No  retirement  income  credit  because  social  security  income  exceeds  $1,524. 

4  For  taxpayers  using  the  standard  deduction  with  incomes  between  $3,222  and  $3,234  there  would  be  a 
slight  tax  increase  which  could  be  as  much  as  $1. 

5  Average  primary  retirement  benefits  for  those  receiving  such  benefits. 

0  Maximum  retirement  income  when  earnings  do  not  exceed  $1,200  or  taxpayer  is  over  age  72.  No  retire- 
ment income  credit  when  eliminated  by  earnings. 

7  Minimum  primary  retirement  benefits. 

8  This  point  is  higher  than  other  cases  because  the  increase  in  social  security  payment  is  relatively  large 
and  the  change  in  taxable  income  relatively  small.  In  one  case  the  $312  income  increase  is  reduced  by  the 
lost  $149  retirement  income  credit  while  the  other,  having  no  retirement  income  credit,  is  free  to  apply  the 
full  $312  to  an  increase  in  taxable  income. 


SOCIAL  SECURITY  AMENDMENTS  OF   196  7  209 


Table  2. — Income  levels  below  which  taxpayers  over  65  would  have  a  tax  reduction 
and  above  which  a  tax  increase  under  the  President's  proposals,  married  couple, 
both  age  65 


Maximum  primary  and  supplemental  social  security 
benefit  ($2,445):  2 

1.  No  retirement  income  credit 3  

Average  social  security  benefit  ($1,530): 4 

1.  Maximum  retirement  income  credit 5  

2.  No  retirement  income  credit 5  

Minimum  social  security  benefit  ($792) : 6 

1.  Maximum  retirement  income  credit 5  

2.  No  retirement  income  credit 6  

No  social  security  benefits: 

1.  Maximum  retirement  income  credit 5  

2.  No  retirement  income  credit 5  


Income  level 
separating 

tax  cut 
from  increase 

Social 
security 
increase 
proposed 

Income  level 
above  which 
after-tax 
income  decreases 
as  a  result  of  tax 
proposal  and 
social  security 
increases  1 

$11,  635 

$367 

$15,  651 

11, 875 
12,  470 

230 
230 

12,  590 

13,  056 

12,  029 
13, 205 

467 
467 

13,  380 

14,  770 

12,  327 
14,000 

12, 327 
14,000 

1  Present  income  level  before  social  security  increase.  The  calculations  assume  use  of  the  standard  deduc- 
tion.  These  levels  are  higher  for  itemizers. 

2  Maximum  which  was  received  by  a  significant  number  of  beneficiaries. 

3  No  retirement  income  credit  because  social  security  income  exceeds  $2,286.  Assumes  the  husband 
receives  retirement  income  and  wife  receives  none. 

4  Average  primary  and  supplemental  benefits  for  those  receiving  such  benefits. 

5  Maximum  retirement  income  when  earnings  do  not  exceed  $1,200  or  taxpayer  is  over  age  72.  No  retire- 
ment income  credit  when  eliminated  by  earnings. 

6  Minimum  primary  and  supplemental  retirement  benefits. 
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Mr.  Surrey.  Thank  you. 

The  Chairman.  We  thank  you,  sir,  for  your  statement. 
Next  we  will  hear  from  the  Commissioner,  the  Honorable  Kobert  M. 
BaH. 

STATEMENT  OF  HON.  ROBERT  M.  BALL,  COMMISSIONER  OF 
SOCIAL  SECURITY,  HEALTH,  EDUCATION,  AND  WELFARE 

Commissioner  Ball.  Mr.  Chairman  and  members  of  the  committee, 
I  am  hopeful  that  everyone  can  see  these  charts  up  here,  but  just  in 
case  it  is  difficult  for  some  of  you,  there  are  books  in  front  of  you  that 
I  believe  you  all  have — they  are  green-covered  books — containing  each 
of  these  charts  in  the  same  order  as  I  will  be  presenting  them. 


Chart  1 

MAJOR  PROPOSALS  FOR  IMPROVEMENTS 
IN  THE  SOCIAL  SECURITY  PROGRAM 

L  AT  LEAST  15  PERCENT  INCREASE  WITH  $70.  MINIMUM  BENEFIT 

I  INCREASES  IN  CONTRIBUTION  &  BENEFIT  BASE 

S.  SPECIAL  MINIMUM  BENEFIT  FOR  LONG- SERVICE  WORKERS 

4.  LIBERALIZATION  OF  THE  RETIREMENT  TEST 

5.  CASH  BENEFITS  FOR  DISABLED  WIDOWS 

6.  SOCIAL  SECURITY  CREDIT  FOR  FEDERAL  EMPLOYMENT 

7.  IMPROVED  COVERAGE  FOR  FARM  WORKERS 

8.  HEALTH  INSURANCE  FOR  DISABILITY  BENEFICIARIES 

9.  OTHER  HEALTH  INSURANCE  PROPOSALS 

Commissioner  Ball.  Mr.  Chairman,  chart  No.  1  covers  the  major 
proposals  for  improvements  in  the  social  security  program.  First, 
and  most  important,  of  the  proposals  is  an  increase  of  at  least  15  per- 
cent for  all  people  on  the  rolls  and  on  into  the  future,  with  a  $70  mini- 
mum benefit ;  and  then,  really  as  an  integral  part  of  the  benefit  increase, 
increases  in  the  contribution  and  benefit  base.  People  who  pay  con- 
tributions on  and  get  credit  for  more  earnings  have  a  higher  benefit 
increase  actually  than  15  percent. 

Then  there  is  a  special  minimum  benefit  for  long-service  workers  in 
addition  to  the  $70 ;  a  liberalization  of  the  retirement  test ;  cash  bene- 
fits for  disabled  widows ;  social  security  credit  for  Federal  employment  : 
improved  coverage  for  farmworkers;  health  insurance  for  disability 
beneficiaries;  and  then  a  group  of  additional  proposals  in  health  in- 
surance. 
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Chart  2 


HIGHER  BENEFITS  FOR  OVER  23  MILLION 
BENEFICIARIES 


18  MILLION  PEOPLE  Affi  62 
AND  OVER 

3!4  MILLION  CHILDREN 

^MILLION  WW  MOTHERS 

MILLION  DISABLED 
BENEFICIARIES^ 
WIVES  OF  DISABLED 
WORKERS 


RETIRED  WORKERS  &  WIVES 


WIDOWS1' 
PARENTS 
CHILDREN  OF  RETIRED  WORKERS 
CHILDREN  OF  DISABLED  WORKERS 
-CHILDREN  OF  DECEASED  WORKERS 

-WIDOWED  MOTHERS 

-DISABLED  WORKERS  fcWIVES 

SPECIAL  PAYMENTS  TO  PEOPLE 
AGED  72  AND  OVER 


J  INCLUDING  WIDOWERS 

Chart  No.  2  is  a  reminder  of  the  group  to  whom  the  benefit  increase 
would  apply  right  away.  This  pie  represents  the  23  million  bene- 
ficiaries who  now  get  a  social  security  check  every  month. 

The  purple  sections  represent  individuals  who  are  62  years  of  age 
or  more — the  18  million  people  aged  62  or  over  getting  cash  benefits 
every  month. 

The  major  group,  of  course,  consists  of  retired  workers  and  wives, 
and  then  there  is  a  smaller  group  of  older  widows,  a  group  of  depend- 
ent parents,  and  then  here  we  have  the  people  getting  the  new  bene- 
fit that  is  payable  to  individuals  who  didn't  meet  the  regular  insured 
status  requirements  and  are  age  72.  The  green  section  here  represents 
children.    It  is  much  better  known,  of  course,  that  social  security 


Chart  3 


INCREASED  SOCIAL  SECURITY  PROTECTION  FOR  NEARLY  ALL  WORKERS 
AND  THEIR  FAMILIES 


86  MILLION  WORKERS  WILL  CONTRIBUTE 
TO  SOCIAL  SECURITY  IN  1967 


PERCENT 
1001 


SO 


60  - 


40  - 


10  - 


92  OUT  OF  100 
PEOPLE  NOW 
REACHING  AGE 65 
HAVE  RETIREMENT 
PROTECTION 


87  OUT  OF  100 
PEOPLE  AGS- 25-64 
HAVE  DISABILITY 
PROTECTION 


95  OUT  OF  100 
CHILDREN  AND 
THEIR  MOTHERS 
HAVE  SURVIVORS 
PROTECTION 
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provides  protection  for  most  of  the  aged  of  the  country  than  it  is  that 
3%  million  children  receive  benefits  every  month,  together  with  about 
half  a  million  widowed  mothers  of  those  children.  Then  here  we  have 
disabled  workers  and  their  wives,  representing  a  million  and  one-half 
beneficiaries  getting  monthly  benefits. 

We  now  come  to  chart  No.  3.  Mr.  Chairman,  in  addition  to  increased 
protection  for  existing  social  security  beneficiaries,  the  proposal  pro- 
vides protection  for  all  the  people  who  are  covered  by  the  program, 
and  in  this  year,  1967,  86  million  workers  will  contribute  to  social 
security  and  get  increased  protection  under  these  proposals. 

You  will  remember  that  as  far  as  cash  benefits  are  concerned  the  pro- 
gram at  the  present  time  has  three  parts  to  it.  It  is  a  retirement  sys- 
tem ;  it  is  a  survivors  system ;  and  it  is  a  disability  system. 

And  here  we  have  on  these  bars  an  indication  of  the  extent  to  which 
people  who  are  working  are  protected  under  social  security  against 
these  three  risks. 

Here  on  this  side  of  the  chart  we  have  an  indication  that  92  out  of 
100  people  now  reaching  age  65  have  social  security  protection,  and 
for  this  whole  group,  as  they  reach  retirement  age,  these  benefit  im- 
provements, of  course,  will  be  reflected  in  their  benefits. 

As  far  as  disability  is  concerned,  you  will  remember  that  the  eligibil- 
ity requirements  are  more  difficult  to  meet  than  they  are  for  retire- 
ment— for  example,  you  have  to  have  5  years  of  coverage  out  of  the 
last  10  before  disability  occurs.  So  here  we  have  87  out  of  100  people 
in  the  25-  to  64-age  group  who  are  protected  for  disability.  We  have 
included  in  here  the  wives  of  men  who  are  insured  for  this  purpose — as 
a  wife  has  some  protection  if  her  husband  became  disabled. 

Then,  finally,  the  most  widespread  of  all  of  the  protection  under  the 
program  is  the  survivorship  part,  where  already  95  out  of  100  children 
and  mothers  in  the  whole  country  are  protected  by  social  security. 
This  means  that  immediately  95  out  of  100  mothers  and  children  would 

Chart  4 

AT  LEAST  15-PERCENT  INCREASE 
WITH  A  MINIMUM  BENEFIT  OF  $70^ 


FOR  PEOPLE  WHO  PAY  ON 
EARNINGS  ABOVE  THE  PRESENT 
$6600CEILINGVM4f£f 
UP  TO  70  PERCENT. 


DIIID  BE  LESS  THAN  470  FOR  WORKERS  ELECTING  TO  GET  BENEFITS  BEFORE  AGE  65 


75-833  O — 67  15 
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be  eligible  for  benefits  under  social  security  if  the  major  breadwinner  in 
the  family  dies. 

The  next  several  charts,  Mr.  Chairman,  examine  the  benefit  proposal 
in  various  ways  relating  the  discussion  also  to  the  contribution  increases 
and  also  to  the  earnings  base  increase. 

First  of  all,  just  a  statement  of  the  general  proposal  on  benefit  in- 
creases is  shown  in  chart  No.  4 — at  least  a  15-percent  increase  with  a 
minimum  benefit  of  $70. 

Now,  we  are  talking  here  of  the  individual  who  retires  at  65.  You 
will  remember  if  the  person  retires  before  65  there  is  an  actuarial 
reduction  in  the  benefits,  which  can  amount  to  as  much  as  20  percent 
for  the  worker  if  the  retirement  is  at  62.  These  reductions  would  apply 
to  these  proposals  as  well. 

A  very  important  point  that,  I  think,  perhaps  has  not  been  com- 
pletely understood  is  that  while  people  who  will  be  paying  on  the 
higher  earnings  base  will  be  paying  more,  their  earnings  will  count 
for  higher  benefits,  so  that  increases  for  them  on  through  the  years, 
as  they  contribute  longer,  will  not  be  just  15  percent,  but  can  be 
significantly  more. 

In  fact,  at  the  maximum  the  increase  over  present  law,  as  you  will 
see  in  some  further  charts,  is  70  percent  for  the  single  worker. 

Chart  5 


PRESENT  AND  PROPOSED  CONTRIBUTION 
RATES  FOR  CASH  BENEFITS 


YEAR 

EMPLOYEE  AND  EMPLOYER, EACH 

SELF-EMPLOYED 

PRESENT  LAW 

PROPOSED 

PRESENT  LAW 

PROPOSED 

1967-68 

3.9* 

3.9% 

S.9% 

5.9% 

1969-72 

4.4 

4.5 

6.6 

6.8 

1973  aid  after 

4.85 

5.0 

70 

7.0 

NO  CHANGE  IN  SCHEDULED  RATES  FOR  HOSPITAL  INSURANCE  — 
0.5%  THROUGH  1971, THEN  GRADUALLY  INCREASING  TO  0.8% 
IN  1987. 


On  this  chart,  No.  5,  Mr.  Chairman,  we  have  a  comparison  of  con- 
tribution rates  under  present  law  and  under  the  President's  proposal. 
We  have  across  here  the  single  rate  for  the  employee  matched  by  the 
employer,  and  then  over  in  these  two  columns  the  self-employed, 
comparing  present  law  and  proposed.  Down  the  side  is  indicated 
what  year  the  new  rates  would  take  effect  in. 

Now,  this  chart  is  entirely  related  to  the  contribution  rates  for  cash 
benefits,  and  not  for  the  hospital  insurance  part  of  the  program,  avail- 
able, as  you  know,  at  65. 
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In  order  to  get  the  total  contribution  rates,  including  hospital 
insurance,  you  would  have  to  add  to  these  percentages  amounting  to 
one-half  percent  at  the  present  time  and  rising  gradually  to  eight- 
tenths  of  a  percent  of  payroll  in  1987.  No  changes  are  proposed  in  the 
rates  for  hospital  insurance.  This  is  a  contribution  increase  for  cash 
benefits  only  and,  therefore,  we  have  included  only  those  rates. 

You  see  no  change  in  any  of  the  rates  is  proposed  through  1968.  In 
1969  under  present  law  the  rate  goes  up  to  4.4  percent  and  the  proposal 
is  to  increase  that  by  one-tenth  of  a  percent.  Then  the  ultimate  rate 
under  present  law  of  4.85  percent  goes  into  effect  in  1973,  and  it  is 
proposed  to  round  that  to  5  percent. 

You  will  notice  that  no  increase  is  proposed  in  the  ultimate  rate  for 
the  self-employed.  The  only  change  here  is  a  two-tenths  of  one- 
percent  increase  for  the  years  1969-72. 

When  the  self-employed  were  first  covered  under  the  program,  you 
remember,  the  rate  was  established  at  one  and  one-half  times  the 
employee  rate,  but  gradually  we  have  been  getting  away  from  that 
somewhat.  When  hospital  insurance  was  introduced  the  self-employed 
rate  for  that  was  established  as  the  same  as  the  employee  rate,  and  in 
the  1965  amendments  there  was  a  modification  also  for  the  cash  pro- 
gram somewhat  away  from  the  one  and  one-half  rate.  The  proposal 
continues  that  general  principle. 


Chart  6 

THE  MAXIMUM  CONTRIBUTION  AND  BENEFIT  BASE 

UNDER  PRESENT  LAW  AND  UNDER  PROPOSAL 


PRESENT  LAW:  $6600 

PROPOSAL  TO  (1)  $  7800  for  1968  70 

(2)  *9000for  1971-73 

(3)  *10300for1974ArT?R 

Coming  to  chart  No.  6 — in  addition  to  the  change  in  the  contribu- 
tion rate,  the  proposal  calls  for  a  change  in  the  contribution  and  bene- 
fit base.  People  will  be  paying  on  more  earnings  and  they  will  be 
getting  credit  for  more  earnings. 

Under  present  law  the  maximum  earnings  is  $6,600  and  it  stays 
that  way — there  is  no  provision  in  law  for  any  change — on  into  the 
future. 

The  proposal  is  to  increase  this  maximum  contribution  and  earn- 
ings base  to  $7,800  for  the  years  1968  through  1970,  and  then  to 
$9,000  from  1971  to  1973,  and  $10,800  for  1974  and  thereafter. 
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Chart  7 


COMPARISON  OF  MONTHLY  BENEFITS  FOR  WORKER 

PRESENT  LAW  ANP  PROPOSED  INCREASE  C 

PRESENT  LAW 


PROPOSED  INCREASE 


AVERAGE 
MONTHLY 
EARNINGS  o 


$100 
200 
300 
400 
BOO 
550 


$650 
750 
900 


$100 


♦  63.20  J  $  72.70  j 


$200 


$8940 


$103.40 
$112.40  ■■  $129.30 


$135.90 


$156.30 


$300 


$157.00 


$180.60 


$168.00 


$193.20 

J  


FOR  WORKERS  WHO  PAY  CONTRIBUTIONS  ON  HIGHER  EARNINGS  UNDER  THE  NEW  CONTRIBUTION 
AND  BENEFIT  BASES,  THE  FOLLOWING  WOULD  BY  PAYABLE : 


$168.00 


$221.00 


$168.00 
$168.00 


$24-8.00 


$28800 


As  an  indication  of  the  result  of  some  of  the  things  that  we  have 
been  talking  about,  let's  look  first  at  a  comparison  of  the  monthly 
benefits  for  the  worker  under  present  law  and  under  the  proposed 
increases,  in  dollars,  as  shown  in  chart  No.  7. 

This  chart  shows  the  additional  dollars  that  individuals  at  various 
average  monthly  wages  would  receive  under  the  proposal.  It  is  very 
important,  I  think,  to  recognize  the  break  in  the  chart  at  $550  average 
monthly  earnings. 

Down  to  the  $550  average  monthly  wage  we  are  talking  about 
benefit  increases  unrelated  to  the  higher  earnings  base. 

At  the  bottom  of  the  chart  we  are  talking  about  a  $7,800  annual 
base,  a  $9,000  annual  base,  and  a  $10,800  base.  You  will  notice  as 
people  pay  on  this  higher  amount  the  increases  are  substantially  more 
than  15  percent,  with  a  70-percent  increase  in  this  bottom  bar  for 
individuals  paying  on  $900  average  monthly  earnings  over  a  con- 
siderable period  of  time. 

I  would  like  to  point  out  that  not  only  do  these  proposals  mean  an 
increase  for  the  young  worker  who  pays  on  these  amounts  through- 
out his  working  lifetime,  but  that  they  will  have  a  very  substantial 
effect  for  individuals  now  in  middle  age  or  somewhat  beyond  middle 
age. 

For  example  for  a  worker  who  is  50  years  old  today,  who  in  1967 
would  be  paying  on  $6,600  and  who  would  go  gradually  to  these 
higher  amounts,  his  benefit,  when  he  retired  at  65 — remember  he  is  a 
50-year-old  today — would  turn  out  to  be  $215  as  compared  to  present 
law  of  $154,  because  gradually,  some  more  of  these  earnings  have 
been  credited  to  him  and  counted  in  his  computation. 
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Chart  8 


REPLACEMENT  OF  PRE-RETIREMENT  EARNINGS 
FOR  A  WORKER  AGE  65 


PRESENT  LAW 


PROPOSED  INCREASE- i 


AVERAGE- 
MONTHLY 
EARNINGS 


PERCENTAGE-  OF-  PREEE-TIRE-ME-NT  EARNINGS 
25  50  75 


shoo 

200 
300 
400 
500 
550 

FOR  WORKERS  WHO  PAY  CONTRIBUTIONS  ON  HIGHER  EARNINGS  UN  PER  THE  NEW  CONTRIBUTION 
ANP  BENEFIT  8ASESJHE  PERCENTAGE  OF  PRE-RETIREMENT  EARNINGS  WILL  BE: 


4650 
750 
900 


22.4% 


18.7% 


|  34.0% 

|33.(% 

32,0% 


This  next  chart,  No.  8,  does  much  the  same  thing  except  instead  of 
being  in  terms  of  dollars  it  indicates  benefits  under  present  law  as  a 
percentage  of  the  earnings  that  the  worker  had  while  he  was  at  work 
and  then  shows  what  the  percentage  would  be  under  the  President's 
proposals. 

As  you  can  see,  this  chart  illustrates  the  weighted  nature  of  the  bene- 
fit formula.  For  the  people  who  have  only  $100  a  month  average 
earnings,  most  of  whom  would  be,  of  course,  part  time  under  the 
program — there  are  very  few  people  now  working  full  time  in  the 
United  States  at  $1,200  a  year  or  less — the  weighted  formula  under 
present  law  gives  a  higher  percentage  than  for  higher-paid  people — 
and  that  idea  is  continued  in  these  increases. 

You  will  notice  what  is  done  here  for  the  person  who  has  to  pay 
on  these  higher  earnings.  Under  present  law  he  is  getting  a  very  low 
percentage  of  his  past  earnings,  since  he  is  paying  on  only  $550  and 
that  is  all  that  is  counted. 

When  he  starts  to  pay  on,  and  to  have  counted,  these  higher  amounts, 
his  percentage  replacement  at  the  maximum  goes  up  from  19  to  32 
percent. 
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Chart  9 
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Exactly  the  same  sort  of  analysis  related  to  a  couple  is  presented  in 
this  chart  No.  9.  I  believe  that  it  would  probably  be  generally  agreed 
that  the  percentage  of  earnings  a  person  has  had  to  live  on  in  the  past 
that  is  paid  in  benefits  is  probably  the  best  way  of  measuring  the 
effectiveness  of  a  retirement  system,  and  that  is  why  we  have  presented 
this  type  of  analysis. 

What  we  have  tried  to  come  out  with,  for  a  couple  at  about  the  aver- 
age earnings  of  a  full-time  male  worker,  is  about  a  50-percent  replace- 
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rnent  of  earnings.  The  full-time  male  worker  today  is  in  between  $500 
and  $550,  and  the  couple  at  that  level  would,  under  this  proposal,  get 
about  a  50-percent  replacement  of  those  earnings  as  a  percentage  of 
past  earnings  the  benefit  dropping  off,  of  course,  at  the  higher  earnings 
levels. 

Now,  in  this  chart,  No.  10,  Ave  have  put  together  both  the  contribu- 
tions that  people  would  have  to  pay,  in  absolute  dollar  amounts,  and 
the  benefit  increases  that  they  would  get,  for  illustrative  average 
monthly  earnings. 

TTe  show  the  worker  who  is  averaging  8200  a  month,  8300  a  month, 
a  month,  and  $550  a  month.  Again,  this  whole  chart  is  related 
to  workers  who  are  earning  below  the  present  maximum  earnings  base. 

That  group,  incidentally,  includes  at  the  present  time  about  76  per- 
cent of  all  workers  who  are  covered  under  social  security  and  about  53 
percent  of  the  regular  full-time  male  workers. 

You  will  see  that  there  are  no  increases  of  contributions  during  1967 
and  1968.   The  rate  does  not  go  up  until  1969. 

It  is  a  very  important  point,  I  believe,  that  present  law  increases  the 
amount  that  the  individual  pays  quite  substantially  in  1969  and  again 
in  1973.  The  additional  increases  under  the  proposal  for  workers  now 
below  8550  are  really  quite  modest  as  compared  with  present  law. 

Taking  the  ultimate  rate  for  1973  and  after,  even  at  the  maximum 
amount,  $550,  contributions  under  present  law  go  to  $26.68  a  month, 
and  the  proposal  is  to  go  only  to  $27.50.  In  many  of  the  interpreta- 
tions of  the  proposals  that  I  have  seen  so  far  there  is  a  condensing  of 
this,  so  you  get  a  story  that  sounds  as  if  increases  were  going  to  go  all 
the  way  from  what  is  now  being  paid  this  year,  up  to  the  ultimate 
imder  the  new  proposal,  without  recognizing  that  present  law  itself 
already  requires  the  major  part  of  that  increase. 

Now,  to  be  compared  with  the  increases  in  the  contributions  that 
are  made  at  these  various  average  monthly  earnings,  the  chart  shows 
the  benefit  amount  for  the  worker  who  is  either  retired  at  65  or  dis- 
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abled,  and  also  for  the  couple.  Since  these  are  for  earnings  under  $550, 
the  increase  is  15  percent,  and  you  will  notice  that  it  turns  out  to  be 
quite  substantial  in  dollar  amount. 

Chart  No.  11  does  the  same  thing  for  earners  who  would  be  above 
the  present  $550  base.  It  shows  the  result  of  the  proposal  in  terms 
of  dollar  contributions  and  dollar  benefits  for  illustrative  average 
monthly  earnings,  for  people  who  are  earning  above  the  base. 

And  here  we  find  quite  substantial  increases  in  dollar  amounts  of 
contributions  being  paid,  and  here  we  find  also  substantial  increases 
in  the  benefit  rates  that  people  are  earning. 

You  will  notice  that  $650  a  month  corresponds,  of  course,  to  $7,800 
a  year.  That  base  doesn't  go  into  effect  until  1968,  so  the  first  in- 
crease for  the  worker  earning  at  $650  and  above  would  come  in  1968. 
The  contributions  under  the  proposal,  as  against  present  law,  would 
be  $25.35  instead  of  $21.45  with  a  comparable  increase  in  potential 
benefits  going  from  $168  up  to  $221  for  the  worker  and  from  $252 
to  $311  for  the  couple. 

Then  when  the  higher  base  of  $9,000  goes  into  effect  in  the  year 
1971,  you  have  an  increase  in  monthly  contributions  for  the  person  who 
is  earning  at  that  level  up  to  $33.75,  and  then  the  higher  benefit  pro- 
tection starting  to  be  earned  is  $248  for  the  worker  and  $338  for  the 
couple.  The  ultimate  situation,  beginning  in  1974,  for  a  person 
paying  on  the  maximum  amount  of  $10,800,  is  that  he  would  pay  con- 
tributions of  $45  a  month,  as  compared  with  his  paying  $26.68  under 
present  law  and  would  begin  to  earn  benefit  protection  as  a  retired 
worker  of  up  to  $288  as  compared  with  $168,  and  for  the  couple  up  to 
$378,  as  compared  with  $252. 

This  last  point,  Mr.  Chairman,  brings  out  another  feature  of  this 
proposal  that  is  new.  As  we  have  suggested  covering  these  higher 
earnings  we  are  proposing  that  the  amount  for  the  single  worker  be 
somewhat  higher  as  a  replacement  of  his  past  earnings  than  it  would 
be  if  you  just  preserved  the  present  policy. 

At  the  $10,800  level,  for  instance,  we  propose  a  benefit  for  the  single 
worker  of  about  32-percent  replacement,  as  compared  with  a  30- 
percent  replacement  for  the  worker  now  earni  ng  at  the  maximum  of 
$550,  and  correspondingly,  we  have  suggested  that  at  these  higher 
earnings  the  amount  for  the  couple  as  a  percentage  replacement  of 
previous  earnings  be  somewhat  less — about  42  percent  as  compared 
with  46  percent. 

The  point  is  simply  that  with  the  higher  earnings  being  covered 
it  seemed  to  us  that  it  might  be  desirable  to  stress  a  little  more  the 
relation  of  benefits  to  wages  regardless  of  the  dependency  situation 
of  the  family — a  little  more  emphasis  upon  equity  and  relation  of 
benefits  to  contributions — more  like,  say,  civil  service  does — and  less 
emphasis  upon  the  dependency  situation. 
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It  is  not  a  major  change  in  terms  of  percentages,  but  it  does  intro- 
duce something  of  a  new  principle  for  discussion. 

Mr.  Chairman,  connected  with  these  changes  of  15  percent  and  the 
$70  minimum,  there  is  also  a  proposal  to  increase  the  special  payments 
to  people  age  72  and  over,  as  indicated  on  chart  12. 


Chart  12 


SPECIAL  PAYMENTS  TO  PEOPLE  AGE  720R  OLDER 
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1965  PROVISIONS 

I.  PAYMENTS  MADE  ON  THE  BASIS  OF  A  MORE  LIBERALIZED  INSURED  STATUS  REQUIREMENT. 
1.  APPLIES  ONLY  TO  MEN  AGE  72  BEFORE  1964  AND  WOMEN  AGE  72  BEFORE  1967. 
3.  PAYMENTS  MADE  WITHOUT  REGARD  TO  ANY  OTHER  INCOME. 

1966  PROVISIONS 

1.  PAYMENTS  MADE  WITH  NO  WORK  REQUIREMENT  AT  THE  PRESENT  TIME. 

2.  FOR  THOSE  AGE  72  AFTER  1%7  AND  BEFORE  1972.S0ME  WORK  REQUIRED  JUT  LESS  THAN  UNDER  1965  PROVISIONS. 

3.  PAYMENTS  MADE  ONLY  IF  NO  PUBLIC  ASSISTANCE  PAID,  AND  OFFSET  BY  OTHER  GOVERNMENTAL  PENSIONS. 

The  amount  of  the  special  payments  under  present  law  is  $35  for  a 
worker  or  a  widow,  $52.50  for  a  couple.  The  proposal  is  to  raise  that 
to  $50  and  $75.  You  will  remember  there  are  two  special  provisions 
in  the  law  now.  In  the  1965  amendments  the  Congress  established  a 
benefit,  on  a  transitional  basis,  for  individuals  who  are  72  and  who  did 
not  quite  meet  the  previous  eligibility  conditions.  These  are  paid  for 
out  of  the  trust  funds  and  are  paid  without  regard  to  other  income. 

In  1966  a  provision  was  passed  in  the  Senate  and  accepted,  with 
modifications,  in  conference,  which  somewhat  extends  this  idea.  It 
includes  people  who  have  no  work  record  at  all  under  social  security, 
again  on  a  transitional  basis.  But  under  this  provision  the  payments 
are  not  made  if  the  individual  receives  assistance  for  the  particular 
month,  and  the  payments  are  reduced  by  Federal,  State,  and  local 
government  retirement  payments. 

That  concludes  the  discussion  of  the  first  two  points — the  benefit 
increase  and  the  increases  in  contribution  and  benefit  base,  which  are 
interrelated.  I  turn  now  to  the  special  minimum  benefit  for  a  long- 
service  worker,  described  in  chart  No.  13. 
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Chart  13 


A  SPECIAL  MINIMUM  BENEFIT 

FOR  WORKERS  WITH  LONG-TERM  COVERAGE 


The  proposal  is  that  anyone  who  is  under  the  program  for  25  years, 
meeting  the  test  in  the  law  of  a  "year  of  coverage,"  for  each  year,  would 
get  a  minimum  of  at  least  $100.  It  works  on  a  notched- in  basis,  so 
that,  in  effect,  the  proposal  is  to  give  credit  for  a  $4  minimum  for 
each  year.  As  a  consequence  a  person  who  is  under  the  program  for 
24  years  would  have  a  minimum  guarantee  of  $96,  if  he  were  under  23 
years  he  would  have  a  minimum  guarantee  of  $92,  and  so  on. 

I  am  sure  it  is  clear  to  you  that  most  people  who  have  been  under  the 
program  for  so  many  years  and  have  contributed  regularly  will  get 
more  than  the  minimums.  Most,  of  course,  get  more  than  the  proposed 
regular  minimum  of  $70  and  they  would  get  more  than  this  special 
minimum. 

Most  of  them  would  get  the  benefits  shown  in  the  tables  that  we 
talked  about  earlier.    This  is  an  additional  minimum  guarantee. 

Turning  now  to  the  proposal  for  the  liberalization  of  the  retire- 
ment test — chart  No.  14—1  would  like  first  just  to  remind  you  of  this 
test  as  it  is  in  the  present  law.  It  is  a  very  complicated  provision,  hard 
to  keep  in  mind.  Let  me  remind  you  that  if  a  person  has  earnings  of 
less  than  $1,500  in  a  year  he  gets  all  of  his  social  security  benefits. 
If  he  has  earnings  between  $1,500  and  $2,700,  his  benefits  are  reduced 
by  a  dollar  for  every  $2  of  earnings  in  this  bracket.  Then  for  earn- 
ings above  $2,700  there  is  a  dollar-for-dollar  reduction. 


^  For  workers  with  25  y< 


rears  or  more  of  coverage 
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Chart  14 
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It  is  set  up  that  way  so  that  an  individual  will  always  gain  more  by 
work,  in  a  combination  of  his  earnings  from  work  and  his  social  se- 
curity benefits,  than  he  does  by  not  working  at  all,  although  there  are 
situations,  where  someone  is  in  a  relatively  high  income  tax  bracket 
because  of  nonwork  income,  where  that  generalization  might  not  be 
true. 

A  point  that  is  sometimes  overlooked  is  that  there  is  an  overriding 
provision  in  present  law  that,  hi  spite  of  what  I  just  explained,  an 
individual  always  gets  his  benefits  for  any  month  in  which  he  has 
earnings  of  less  than  $125  and  has  no  substantial  activity  in  self-em- 
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ployment.  That  provision  operates  in  such  a  way  that  an  individual 
who  had  relatively  high  earnings  but  retires  in  the  middle  of  the 
year,  perhaps  after  earning  $3,000  or  $4,000,  can  still  get  his  benefits 
for  the  last  half  of  the  year  because  he  is  not  earning  in  each  month. 
This  so-called  monthly  tieback  has  primarily  that  purpose. 

The  proposal  is  to  keep  exactly  the  same  principle  and  merely  to 
raise  the  amounts  somewhat,  from  $1,500  to  $1,680,  with  comparable 
increases  in  the  other  parts  of  the  test. 

In  chart  No.  15,  Mr.  Chairman,  we  have  an  indication  of  the  signifi- 
cance of  the  retirement  test  to  the  aged  as  a  group.  The  entire  pie 
represents  the  17  million  people,  65  and  over,  who  are  eligible  for  so- 
cial security  benefits — that  is,  who  either  are  getting  them  or  would 
get  them  if  thev  were  to  retire. 

The  entire  light  part  represents  the  group  that  would  not  be  af- 
fected by  any  change  in  the  retirement  test  whatsoever,  not  even  if 
the  test  were  to  be  abolished.  First  of  all,  we  have  9.3  million  people 
over  65  who  are  past  72,  and  they,  of  course,  get  their  benefits  without 
regard  to  the  test. 

Then  we  have  5.1  million  people  who  have  no  earnings  whatsoever, 
and  presumably  either  don't  want  to  or  can't  get  jobs.  We  have  about 
a  million  peole  earning  significantly  below  the  exempt  amount  of 
$1,500 — up  to  $1,200 — and  they  presumably  would  not  be  affected  by 
any  change  in  the  retirement  test.  So  what  we  are  dealing  with  as  we 
talk  about  any  changes  in  the  retirement  test  are  in  these  three  dark 
sections. 

First  of  all,  I  have  included  in  this  group  that  might  be  affected 
about  200,000  that  may  be  doubtful.  They  are  earning  now  between 
$1,200  and  $1,500,  and  any  liberalization  won't  affect  them  if  they 
continue  to  earn  at  that  amount,  but  I  think  there  is  a  presumption 
that  some  people  who  are  earning  so  close  to  the  exempt  amount  of 
$1,500  may  be  deliberately  holding  their  earnings  down  to  that  amount 
and,  therefore,  might  earn  more  if  the  test  were  liberalized. 

The  group  of  600,000  who  are  earning  over  $1,500  but  are  not  earn- 
ing so  much  that  they  do  not  get  any  social  security  benefits  is  the 
group  that  is  most  obviously  affected  by  any  liberalization.  If  you 
raise  the  amount  specified  in  the  test  they  will  obviously  get  more  bene- 
fits. 

Then,  finally,  there  is  a  group  of  about  800,000  people  who  earn  over 
$1,500,  but  so  much  more  that  they  get  no  social  security  benefits  now 
at  all.  Some  few  of  these  would  be  affected  by  a  liberalization,  in 
that  they  would  get  some  benefits. 

These  800,00  people — generally  full-time  workers — are  the  group 
who  would  really  benefit  by  abolition  of  the  test  by  about  $2  billion  if 
the  test  were  to  be  dropped,  at  a  level  cost  of  about  seven-tenths  of  a 
percent  of  payroll. 

The  result  would  be  that  that  $2  billion  would  go  primarily  to  these 
800,000  full-time  workers  who  are  earning  as  much  as  they  did  at  55 
or  60.  It  is  for  that  reason,  Mr.  Chairman,  that  we  have  always  felt, 
and  this  committee  has  always  felt,  that  it  is  important  to  kept  the 
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program  as  one  insuring  against  a  loss  of  income  after  retirement  in 
old  age  rather  than  as  an  annuity  payable  at  a  specific  age. 

That  same  seven-tenths  of  a  percent  of  payroll,  that  same  $2  billion, 
is  the  equivalent  of  about  an  8-percent  increase  in  benefits  for  the  whole 
23  million  people  on  the  rolls  and  on  into  the  future,  for  the  other 
people  who  will  be  entitled  to  benefits. 

Chart  16 

BENEFITS  FOR  DISABLED  WIDOWS 

DISABLED  WIDOWS  UNDER  AGE  62  WOULD  BE 
ELIGIBLE  FOR  UNREDUCED  CASH  BENEFITS  IF: 

A.  Severely  Disabled,  and 

B.  Disability  Began: 

Before  husband's  death,  or 
before  her  benefits  as  a 
mother  end,  or  within  7 
years  after  either  event. 

The  next  proposal — chart  No.  16 — is  for  cash  benefits  for  disabled 
widows  under  age  62.  The  present  program,  as  the  Secretary  indi- 
cated in  his  testimony,  operates  on  the  assumption  that,  as  far  as 
widows  are  concerned,  if  they  don't  have  children  under  the  age  of  18, 
and  if  they  themselves  are  below  the  age  of  eligibility  for  the  aged 
widow's  benefits,  they  will  presumably  work  and  support  themselves, 
so  that  there  isn't  a  need  for  social  insurance  benefit  payments. 

That  presumption  is  obviously  not  sound  if  the  widow  is  so  severely 
disabled  that  she  cannot  work,  and  so  we  are  proposing  to  add  a  benefit 
category  for  such  disabled  widows.  It  is  limited  to  those  who  are 
disabled  prior  to  the  time  that  the  husband  dies  or  before  the  benefits 
as  a  mother  end — that  is,  before  the  youngest  child  becomes  18 — or 
within  7  years  after  either  event. 

The  point  of  the  7  years  is  to  give  a  widow  the  opportunity  to  earn 
eligibility  in  her  own  right,  since  she  has  to  get  5  years  of  coverage  out 
of  the  years  before  disability  in  order  to  be  covered  as  a  worker. 
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Chart  17 

TRANSFER  OF  CREDITS  FOR  FEDERAL  EMPLOYMENT 
TO  SOCIAL  SECURITY 

CREDITS  WOULD  BE  TRANSFERRED  TO  SOCIAL  SECURITY  FOR  WORK  UNDER 
THE  CIVIL  SERVICE  OR  FOREIGN  SERVICE  RETIREMENT  SYSTEM  WHEN  THERE 
IS  NO  SURVIVORSHIP,  DISABILITY,  OR  RETIREMENT  PROTECTION  BASED 
ON  THAT  WORK, 

This  means  that  credits  would  be  transferred  for  workers  who: 

•  DIE;  BECOME  DISABLED,  OR  LEAVE  AFTER  LESS  THAN  5  YEARS  OF  FEDERAL  WORK 

•  LEAVE  AFTER  b  OR  MORE  YEARS  OF  FEDERAL  WORK  &LOSE  THEIR  PROTECTION 

•  SURVIVORSHIP  AND  DISABILITY  PROTECTION  TERMINATES  WHENEVER  EMPLOYEE 
LEAVES,  RE&ARDLESS  OF  LENGTH  OF  SERVICE 

•  40UTOF  5  TAKE  REFUNDS  OF  THEIR  CIVIL  SERVICE  CONTRIBUTIONS  AND 
ALSO  LOSE  RETIREMENT  PROTECTION 

Then,  Mr.  Chairman,  as  shown  in  chart  No.  17,  we  are  proposing 
a  transfer  of  credits  for  Federal  employment  to  social  security  under 
certain  circumstances. 

This  is  the  proposal  that  was  recommended  last  year  by  the  Cabinet 
Committee  on  Federal  Staff  Retirement  Systems  and  was  earlier  a 
proposal,  or  at  least  a  preferred  plan,  of  the  joint  report  to  your 
committee  by  the  Social  Security  Administration  and  the  Civil  Serv- 
ice Commission.  It  was  also  a  recommendation  of  the  1965  Advisory 
Council  on  Social  Security. 

Basically,  it  works  this  way :  If  an  individual  who  worked  in  Fed- 
eral employment,  subject  to  either  the  foreign  service  or  the  civil  serv- 
ice retirement  system,  is  not  eligible  for  a  benefit  under  those  systems, 
at  the  time  of  his  death,  disability,  or  retirement,  then,  and  then  only, 
there  is  a  transfer  of  credits  over  to  social  security. 

This  can  take  place  in  the  following  situations :  First  of  all,  during 
the  first  5  years  of  Federal  employment  there  is  no  survivor  or  dis- 
ability protection,  so  any  employee  who  dies  or  becomes  disabled  then 
would  have  credits  for  his  Federal  works  transferred  to  social  security. 

Not  as  well  known,  perhaps,  is  that  survivorship  and  disability  pro- 
tection stops  immediately,  for  people  who  leave  the  Federal  service 
after  5  years — even  if  they  have  10  or  15  years  or  more  of  service. 

If  they  become  disabled  or  die  after  they  leave  the  Federal  service, 
they  have  no  protection  whatsoever  under  those  systems,  so  credit  for 
their  Federal  employment  would  move  to  social  security  and  they 
would  be  protected  against  those  risks. 
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Then,  finally,  for  people  who  leave  before  retirement  age  the  ex- 
perience is  that  about  four  of  five  take  refunds  under  the  Federal 
retirement  system,  and  by  so  doing  lose  their  retirement  protection 
under  civil  sendee.  In  those  cases  credits  would  be  transferred  over  to 
social  security. 

Part  of  the  cost  of  the  plan  would  be  met  by  those  workers  who 
would  have  their  credits  transferred.  People  would  not  get  their  full 
refund  as  they  do  today.  They  would  get  a  refund  of  the  difference 
between  what  they  had  been  paying  for  civil  service  and  the  applicable 
rate  for  social  security  during  the  years  that  they  were  under  the  civil 
service  system.  The  rest  of  the  cost  of  the  benefits  would  be  financed 
by  the  Government  as  employer. 

I  might  point  out,  too,  Mr.  Chairman,  that  there  is  a  companion 
proposal  to  this  that  would  come  within  the  jurisdiction  of  the  Post 
Office  and  Civil  Service  Committee.  It  would  put  a  minimum  guaran- 
teed benefit  into  the  Federal  civil  service  system  so  that  employment 
under  the  Federal  service  would  always  result  in  as  much  in  benefits 
for  workers  and  their  survivors  as  if  the  work  had  been  credited  under 
social  security. 

With  these  two  proposals  together,  Federal  employment,  would  al- 
ways produce  the  same  basic  protection  that  the  social  security  pro- 
gram does. 


Chart  18 


IMPROVED  SOCIAL  SECURITY  COVERAGE 
FOR  500,000  FARM  EMPLOYEES 


PRESENT  LAW 

1.  $150  CASH  WAGES 

0(2. 

2.  f  OR,  WORK  ON  20 
DAYS  ON  TIME- 
RATE  BASIS 

3.  IN  A  YEAR 

4.  BY  ONE  EMPLOYER 


0$  "01% 


PROPOSED 

UEDUCH150 
TEST  TO  *50 

2,  REDUCE  20 
DAY  TEST  TO 
10  DAYS 


700,000  PEOPLE  WITH  SMALL 
AMOUNTS  OF  FARM  WAGES 
WOULD  CONTINUE  TO  BE  EXCIUDEP 
BY  THE  #50  OR  10  PAYS  TEST 


Then  the  next  proposal,  Mr.  Chairman,  chart  No.  18,  is  to  extend 
somewhat  the  coverage  of  farmworkers.  There  are  about  2  million 
farm  employees  now  covered  under  present  law,  under  the  following 
tests:  (1)  The  employee  is  paid  $150  cash  wages  in  a  year  by  one 
employer  or  (2)  he  works  on  20  days  in  a  year  for  one  employer  and 
is  paid  on  a  time-rate  basis. 
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The  proposal  is  to  reduce  the  severity  of  those  tests  by  lowering  the 
annual  cash  wage  test  from  $150  to  $50  and  the  time  test  from  20  days  to 
10  days.  You  will  see  on  the  chart  that  2  million  farmworkers  have 
some  of  their  farm  employment  covered  today.  The  first  result  under 
the  proposal  is  that  about  200,000  who  have  some  coverage  today 
would  be  getting  more  of  their  employment  covered;  they  may  be 
covered  by  only  one  employer  under  the  present  test  and  they  would 
get  more  credit  under  the  change.  About  300,000  more  employees 
who  do  not  now  get  any  coverage  for  their  farm  earnings  would  get 
credit.  They  may  have  credit  in  nonfarm  employment,  but  they 
would  be  picked  up  for  their  work  as  farm  employees.  The  provision 
would  still  exclude  from  coverage  about  700,000  people  who  in  the 
course  of  a  year  do  some  f  armwork,  but  these  workers  are  mostly  local 
seasonal  labor,  and  not  regular  members  of  the  farm  labor  force — 
typically  housewives  or  schoolchildren  who  come  in  to  help  at  the  time 
they  are  needed  particularly  in  the  harvesting  of  crops. 

Before  leaving  the  cash-benefits  program  and  turning  briefly  to 
the  health  insurance  program,  let  me  summarize  for  you  the  financial 
status  of  the  social  security  cash-benefits  program  at  the  present  time 
and  how  the  proposals  of  the  President  would  affect  the  actuarial  bal- 
ance of  the  system. 

Chart  19 

FINANCING  SOCIAL  SECURITY  CASH  BENEFITS 


PERCENT  OF  PAYROLL 


LEVEL  COST 
OF  BENEFITS 

LEVEL  EQUIVALENT 
OF  INCOME 

BALANCE 

PRESENT  PROGRAM 

8.79 

9.53 

+0.74 

PROPOSALS 

CONTRIBUTION  BASE* 

-0.50 

BENEFIT  INCREASE 

1.36 

OTHER  IMPROVEMENTS 

0.12 

CONTRIBUTION  RATES 

0.25 

PROPOSED  PROGRAM 

9.77 

9.78 

+0.01 

*   THIS  IS  A  NET  FIGURE.  ADDED  INCOME -0.97;  BENEFIT  COST 
FROM  ADDED  EARNINGS =0.47. 


On  chart  No.  19,  we  have,  first  of  all,  across  this  top  line,  the  present 
situation  as  far  as  both  disability  and  old-age  and  survivors  insurance 
are  concerned,  according  to  the  latest  actuarial  evaluation,  which  Mr. 
Myers  developed,  you  remember,  last  year. 

The  level  cost  of  the  benefits  as  a  percent  of  payroll  on  the  75-year 
basis  which  is  his  regular  estimating  period  now,  is  8.79  percent  of 
payroll,  while  the  equivalent  income  to  be  derived  from  the  contribu- 
tion rates  and  the  earnings  base  in  present  law  amounts  to  9.53  percent, 
for  a  favorable  balance  of  0.74  percent. 
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As  you  remember,  the  proposed  benefit  increases  and  the  other  im- 
provements, combined  increase  costs  by  roughly  IV2  percent  of  payroll. 

The  favorable  balance  of  0.74  percent  finances  about  half  of  the  in- 
creased cost.  The  problem  is  to  raise  additional  three-quarters  of  a 
percent  of  payroll.  That  is  done  under  these  proposals  in  two  ways- 
First  of  all,  the  increases  in  the  contribution  base  in  the  three  steps, 
as  I  have  described  them,  produce  a  net  saving  to  the  fund,  measured  as 
a  percent  of  payroll  of  one-half  of  1  percent. 

That  comes  about  because  the  increased  base  produces  income  of 
almost  1  percent  of  payroll,  but  the  benefit  rights  that  grow  out  of 
it  amounts  to  roughly  half  of  the  increased  income,  or  0.47  percent 
leaving  a  saving,  measured  as  a  percent  of  payroll,  of  about,  one-half 
of  1  percent. 

I  might  just  say  parenthetically  that  this  is  also  an  indication  that 
employees  paying  on  the  higher  amount  over  the  long  run  do  get  just 
about  the  value  of  their  own  contributions,  on  the  higher  amounts  that 
they  are  paying  on,  and  the  additional  amount  of  the  employer's  con- 
tribution is  available  for  the  financing  of  the  system  generally,  partly 
for  these  employees  and  partly  for  other  purposes  throughout  the 
program. 

That  leaves  one-quarter  of  1  percent  of  payroll  to  be  derived  from 
the  contribution  rate  increases  I  have  described.  After  both  the 
benefit  increases  and  the  contribution  changes  are  in  effect,  the  level 
cost  of  the  benefits  will  be  9.77  percent  of  payroll  and  the  income  will 
be  9.78  percent,  so  that  the  program  will  be  just  about  in  balance,  with 
a  slight  favorable  balance  under  the  proposal  of  .01  percent. 


Chart  20 


ESTIMATED  PROGRESS  OF  THE  CASH-BENEFITS  TRUST  FUNPS 

Under  Present  Law  and  under  Proposal,  mi-mo 

(In  Billions) 


CALENDAR 
YEAR 

INCOME 

OUTGO 

NE-T  INCRFASt  IN  FUNPS 

PRESENT  LAW 

PROPOSAL 

PRESENT  LAW 

PROPOSAL 

PRESENT  LAW 

PROPOSAL 

1967 

$26.4 

126.4 

$22.6 

mi 

$3.8 

$1.7 

1968 

27.5 

28.5 

23.3 

278 

4.2 

0.7 

1969 

31.7 

34.2 

24.3 

29.1 

7.5 

5.1 

1970 

33.5 

36.2 

25.2 

30.2 

8.2 

6.0 

Chart  No.  20,  Mr.  Chairman,  indicates  the  year-by-year  situation 
under  present  law  for  the  next  few  years  as  compared  with  the  Presi- 
dent's proposals.  The  chart  shows  income,  outgo,  and  the  net  increase 
in  the  funds — the  excess  of  income  over  outgo — for  present  law  and 
the  proposal. 

75-833  O— 67  16 
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I  think  perhaps  the  most  interesting  information  on  the  chart  is  the 
net  increase  in  the  funds.  Present  law  is  estimated  to  produce  an 
increase  in  the  funds  for  1967  of  $3.8  billion. 

Under  the  proposals,  with  increased  payments  being  made  for  the 
month  of  June,  that  increase  would  be  reduced  to  $1.7  billion,  so  that 
there  is  still  a  very  sizable  net  balance  coming  into  the  fund  in  1967 
under  the  proposal. 

In  1968,  you  remember,  there  would  be  an  increase  in  the  conrtibu- 
tion  base  to  $7,800,  but  no  increase  in  the  rate.  There  would  be  a  net 
increase  in  the  funds  of  $700  million  as  compared  to  $4.2  billion  under 
present  law. 

Then  in  1969,  when  the  contribution  rates  increase  substantially 
under  present  law,  as  well  as,  of  course,  somewhat  more  under  the  pro- 
posals, the  large  increases  that  present  law  produces  in  1969  and  1970 
are  somewhat  reduced,  but  still  there  are  large  increased  balances  in  the 
funds — $5.1  billion  in  1969  and  $6  billion  in  1970  under  the  proposal. 

Those  increases  continue  for  many,  many  years  into  the  future, 
building  up  the  fund  under  the  proposal. 


EXTENSION  OF  HOSPITAL  INSURANCE  PROTECTION 
AND  MEDICAL  INSURANCE  PROTECTION 


•  WOULD  NOT  REQUIRE  AN  INCREASE  IN  HOSPITAL  INSURANCE 
CONTRIBUTION  RATES 

•THE  MEDICAL  INSURANCE  PREMIUM  AND  THE  MATCHING  GOV'T. 
CONTRIBUTION  WOULD  BE  THE  SAME  AS  FOR  THE  A6EP 


To  return  to  the  last  two  topics,  Mr.  Chairman,  under  health  insur- 
ance, our  basic  feeling  about  the  hospital  insurance  and  voluntary 
medical  insurance  programs  of  medicare,  at  this  time,  is  that  having 
had  only  8  months'  experience  with  the  provisions  as  they  are,  we  are 
quite  reluctant  to  consider  fundamental  changes  in  the  package  of 
benefits — proposals  to  greatly  modify,  say,  the  deductibles,  to  add  drug 
coverage,  and  so  on.  We  just  feel  there  isn't  enough  experience  with 
the  package  as  it  is  for  major  modifications. 

But,  on  the  other  hand,  we  feel  that  it  is  perfectly  feasible  to  take 
the  program  as  it  is  working  for  older  people  and  add  to  it  a  group  that 
is  very  similar  in  their  basic  need  for  health  insurance  coverage.  That 
group  is  the  million  and  one-half  social  security  beneficiaries  who 
either  are  now  receiving  cash  benefits  as  disabled  people  or  would 


Chart  21 
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receive  such  benefits  under  the  proposal  of  the  President  to  add  dis- 
abled widows. 

You  will  note  here  in  chart  No.  21  that  to  provide  this  additional 
protection  no  increase  in  the  hospital  insurance  contribution  rate  would 
be  needed,  assuming  that  the  higher  earnings  base  goes  into  effect. 
The  higher  base  would  be  sufficient,  with  the  present  rates,  to  more 
than  cover  the  cost  of  the  protection.  In  the  voluntary  plan  the  rate 
would  be  the  same  as  for  the  aged,  in  other  words,  $3  at  the  present  time. 

Chart  22 

OTHER  MEDICARE  PROPOSALS 

SIMPLIFICATION  OF  ADMINISTRATION-OUTPATIENT  AND 
DIAGNOSTIC  SERVICES 

COORDINATION  OF  MEDICARE  REIMBURSEMENT  WITH 
STATE  HEALTH  PLANNING 

HEALTH  INSURANCE  PAYMENTS  TO  FEDERAL  FACILITIES 

INCLUSION  OF  NONROUTINE.  PODIATRISTS'  SERVICES  UNDER 
SUPPLEMENTARY  MEDICAL  INSURANCE  PROGRAM 

ELIMINATION  OF  REQUIREMENT  FOR  PHYSICIAN  CERTIFICATION 
FOR  ADMISSIONS  TO  GENERAL  HOSPITAL  s  FOR  OUTPATIENT  SERVICES 

We  also  have  in  the  medicare  area  a  few  additional  proposals  that 
do  not  change  the  benefit  package  in  any  major  way.  These  are  shown 
on  chart  Xo.  22. 

Two  of  the  most  important  ones  relate  principally  to  simplification 
of  administration,  and  I  don't  mean  by  that  just  simpler  for  the  Social 
Security  Administration,  but  also  for  hospitals,  for  doctors,  and  for 
patients. 

I  think  the  most  troublesome  thing  under  the  present  program  for 
hospitals  and  patients  and  doctors  has  proven  to  be  the  way  the  out- 
patient hospital  benefits  are  divided  between  the  two  plans. 

At  the  present  time  you  have  to  make  all  kinds  of  very  difficult 
distinctions  between  whether  the  service  is  a  diagnostic  one  or  whether 
it  is  not  diagnostic  and  whether  it  is  a  physician  service  or  whether  it 
is  not,  and  we  are  proposing  consolidations  and  simplifications  in 
this  benefit. 

TVe  are  proposing  the  dropping  of  the  certification  requirement  you 
applied  upon  entrance  into  a  general  hospital,  but  we  think  it  is  very 
important  to  retain  recertification  for  long-staying  cases  and  certain 
others. 

The  Secretary  mentioned  the  coordination  with  State  health  plan- 
ning. 
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We  are  proposing  to  cover  Federal  facilities  under  medicare,  along 
with  State  and  local  government  facilities  which  are  now  covered, 
and  to  cover  podiatrists'  services  when  the  service  is  the  same  that 
would  be  covered  if  it  were  performed  by  a  physician. 

Chart  23 

TOTAL  SOCIAL  SECURITY  BENEFIT 
PAYMENTS  IN  1968" 

AMOUNT  OF  BENEFIT  PAYMENTS  ('«■*") 

CASH  BENEFIT  PAYMENTS'- 


Under  Present  Law 
Additional  Cash  Benefit  Payments 
Benefit  Increase 

Other  Improvements  470 

HEALTH  INSURANCE  BENEFIT  PAYMENTS: 

Under  Present  Law 

Additional  Health  Insurance  Payments 

TOTAL  BENEFITS  PAYABLE  IN  1968 

U  INCLUDES  SOME  PENEf/T  PAYMENTS  FINANCED  PY  GENERAL  REVENUES 


4,471 


3,879 
487 

431,136 


The  final  chart,  Mr.  Chairman,  chart  No.  23,  really  summarizes  the 
proposals  as  a  whole  in  relation  to  the  cash  outgo  in  the  first  full 
year  of  operation. 

The  figures  are  for  1968,  the  first  year  in  which  all  the  provisions 
would  be  in  effect.  Under  present  law,  for  the  cash  payments,  we 
have  estimated  outgo  at  $22.3  billion.  Additional  cash  benefit  pay- 
ments under  the  proposals  would  be  about  $4%  billion,  made  up  mostly, 
of  course,  of  the  increase  in  the  general  benefit  level. 

Under  health  insurance,  present  law  outgo  would  be  about  $3.9  bil- 
lion, the  health  insurance  changes  under  the  new  proposals  will  add 
another  $487  million  bringing  total  benefits  payable  in  1968  to  $31.1 
billion. 

I  might  just  say  that  general  revenues  are  included  in  these  figures 
for  various  aspects  of  the  program,  such  as  the  special  age-72  payments 
and  the  matching  for  the  voluntary  plan.  About  $1.5  billion  would 
come  from  general  revenues,  the  rest  from  the  trust  fund. 

That,  Mr.  Chairman,  concludes  the  presentation. 

The  Chairman.  We  thank  you,  Mr.  Ball,  and  without  objection 
the  information  contained  in  each  of  the  charts  will  appear  in  the 
record  immediately  preceding  your  explanation  of  that  information. 

Is  there  objection  ? 

None  is  heard. 

Because  of  the  program  which  we  have  in  the  House  today,  it  will 
be  impossible  for  us  to  meet  this  afternoon.  Without  objection  the 
committee  will  adjourn  until  10  in  the  morning  when  the  members 
of  the  committee  may  have  an  opportunity  to  interrogate  these  wit- 
nesses. 

(Whereupon,  at  11 :56  a.m.  the  committee  adjourned  until  10  a.m., 
Thursday,  March  2, 1967.) 
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THURSDAY,  MARCH  2,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills  (chair- 
man of  the  committee)  presiding. 

The  Chairman.  The  committee  will  please  be  in  order. 
Mrs.  Griffiths. 

Mrs.  Griffiths.  Thank  you  very  much,  Mr.  Chairman.  I  can't 
keep  from  saying  to  you,  Mr.  Secretary,  that  I  am  highly  disappointed 
in  your  suggested  bill  and  I  would  like  to  ask  some  questions  con- 
cerning it. 

What  is  the  estimated  cost  of  picking  up  orphans  that  are  adopted 
at  least  2  years  after  the  wage  earner  dies  ? 

FURTHER  STATEMENTS  OF  HON.  JOHN  W.  GARDNER,  SECRETARY; 
ACCOMPANIED  BY  HON.  WILBUR  J.  COHEN,  UNDER  SECRETARY ; 
HON.  RALPH  K.  HUITT,  ASSISTANT  SECRETARY  FOR  LEGISLA- 
TION; HON.  ROBERT  M.  BALL,  COMMISSIONER  OF  SOCIAL  SECU- 
RITY; ROBERT  J.  MYERS,  CHIEF  ACTUARY,  SOCIAL  SECURITY 
ADMINISTRATION;  DR.  ELLEN  WINSTON,  COMMISSIONER  OF 
WELFARE;  AND  CHARLES  E,  HAWKINS,  LEGISLATIVE  OFFICER 
FOR  WELFARE  ADMINISTRATION,  DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

Secretary  Gardner.  I  would  like  to  ask  Kobert  Myers  to  try  that 
question.  They  are  having  a  small  consultation  here. 

Mr.  Myers.  Mrs.  Griffiths,  as  I  understand  your  question,  I  think 
that  most  cases  are  taken  care  of  under  present  law,  so  that  for  the 
small  extension  of  present  law  that  is  in  the  bill  the  cost  would  be  rela- 
tively negligible. 

Mrs.  Griffiths.  Aren't  these  children  available  for  ADC,  anyhow  ? 

Mr.  Myers.  Yes,  if  there  were  sufficient  needs — and  under  the  con- 
ditions of  the  State  program. 

Mrs.  Griffiths.  As  a  matter  of  fact,  how  many  courts  in  this  coun- 
try would  permit  parents  to  adopt  a  child  where  one  of  the  parents 
was  deceased  ?  There  are  not  many.  In  that  probationary  period  that 
child  will  be  removed  from  that  home,  is  that  not  true  ? 
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Mr.  Ball.  Mrs.  Griffiths,  the  proposal  in  the  bill  relates  only  to  a 
situation  where  the  parents  had  started  an  adoption  prior  to  the  death 
of  the  

Mrs.  Griffiths.  I  understand  the  proposal  in  the  bill. 
Mr.  Ball.  So  that  the  action  relates  to  completion  of  an  adoption 
Mrs.  Griffiths.    That  is  right,  and  the  average  completion  ol 
adoption  takes  I  understand  less  than  a  year. 
Mr.  Ball.  Yes. 

Mrs.  Griffiths.  So  that  why  are  they  given  2  years? 

Mr.  Ball.  We  ran  into  a  few  cases  that  took  more  than  2  years, 
Mrs.  Griffiths.  There  was  one  that  was  taken  care  of  by  a  private 
bill  in  which  the  situation  took  longer  than  2  years,  and  it  seemed  to 
be  very  comparable  to  other  cases  that  were  being  paid. 

Mrs.  Griffiths.  The  real  truth  is  that  if  the  adoption  had  even 
begun  and  one  of  the  parents  was  deceased  the  child  would  be  re- 
moved from  the  home.  I  have  checked  with  the  juvenile  authorities. 
This  is  the  customary  way  it  is  done.  You  do  not  permit  the  adoption 
to  continue. 

I  don't  understand  why  you  brought  this  in  here.  I  would  like  to 
say,  too,  I  don't  understand  why  after  all  of  these  years  of  refusing 
to  pay  for  Federal  employees  to  be  under  social  security  you  are  now 
asking  to  pick  up  the  absolute  dead  risks.  Why  pick  up  the  children 
of  a  deceased  Federal  worker  under  social  security?  How  much 
would  this  cost  ?   How  much  is  the  estimated  cost  ? 

Mr.  Ball.  Mrs.  Griffiths,  if  I  may  just  complete  the  discussion  of 
the  first  point  before  moving  to  the  Federal  employee  

Mrs.  Griffiths.  Would  you  complete  it  for  the  record  and  just 
answer  this  one? 

(The  following  material  was  received  by  the  committee:) 

Benefits  for  a  Child  Placed  With  a  Family  for  Adoption  Before  the  Work- 
er's Death  but  Not  Actually  Adopted  Until  More  Than  Two  Years  After 
the  Worker's  Death 

Under  present  law  a  child  who  is  not  the  natural  or  adopted  child  or  step- 
child of  a  deceased  worker  can  get  benefits  based  on  the  earnings  record  of  that 
worker  only  if  the  child  is  adopted  by  the  worker's  surviving  spouse  within  two 
years  after  the  worker's  death.  In  addition  the  child  must  have  been  living  in 
the  worker's  home  at  the  time  of  the  worker's  death  and  must  not  at  that  time 
have  been  receiving  regular  and  substantial  contributions  toward  his  support 
from  someone  other  than  the  worker  or  his  spouse  or  from  a  public  or  private 
welfare  agency. 

Under  H.R.  5710,  benefits  would  be  payable  to  a  child  adopted  by  the  surviving 
spouse  of  a  worker  after  the  worker  died,  even  if  the  adoption  was  not  com- 
pleted within  2  years  after  his  death,  if  the  worker  had  initiated  proceedings  to 
adopt  the  child  or  the  child  had  been  placed  in  the  worker's  home  for  adoption. 

Although  some  courts  do  not  allow  the  completion  of  an  adoption  by  a  surviv- 
ing spouse,  others  do,  particularly  if  the  child  has  been  living  in  the  home  for  a 
considerable  period  of  time.  In  most  cases  where  the  court  does  allow  the  adop- 
tion it  can  be  completed  within  2  years  of  the  worker's  death.  In  some  cases, 
though,  due  to  unusual  circumstances  beyond  the  control  of  the  surviving  fam- 
ily, a  surviving  spouse  is  unable  to  complete  an  adoption  within  2  years  of  her 
husband's  death.  Where  initiation  of  adoption  proceedings  or  placement  of  a 
child  in  a  worker's  home  by  an  adoption  agency  occurred  before  the  worker's 
death,  there  is  a  reasonable  basis  for  presuming  that  it  was  the  worker's  intent 
to  adopt  and  to  support  the  child  and  that  the  child  lost  his  source  of  support 
when  the  worker  died,  regardless  of  the  length  of  time  it  may  take  to  complete 
the  adoption. 
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It  is  true  that  in  a  case  such  as  this  the  family  might  be  able  to  qualify  for 
aid  for  dependent  children  on  the  basis  of  demonstrated  need.  This  is  true,  how- 
ever, of  most  children  receiving  survivors  benefits  under  social  security,  and  it 
is  not  in  itself  a  reason  for  denying  social  security  benefits  to  this  class  of  cases. 
It  seems  unreasonable  to  deny  social  security  benefits  where  the  deceased  worker 
was  insured  and  where  there  is  clear  evidence  that  he  intended  to  adopt  the 
child,  just  because  adoption  could  not  be  completed  within  two  years.  In  such 
a  case,  there  is  every  reason  to  presume  that  the  child  has  in  fact  lost  a  source 
of  support  because  of  the  worker's  death  and  to  provide  benefits  for  the  child 
based  on  that  worker's  earnings  under  social  security. 

In  the  89th  Congress  a  private  relief  bill  IH.R.  14749,  PL  89-470)  was  en- 
acted which  provided  benefits  to  a  child  in  an  especially  sympathetic  situation. 
The  child  had  been  brought  to  the  United  States  from  Greece  and  placed  in  the 
worker's  home  under  the  auspices  of  a  children's  service  association  at  the  re- 
quest of  the  worker  and  his  wife.  Under  the  terms  of  the  agreement  with  the 
association,  the  child  was  to  have  lived  in  the  worker's  home  for  one  year  before 
being  adopted.  After  the  worker's  death,  his  spouse  indicated  that  she  still 
wished  to  adopt  the  child,  but  circumstances  beyond  the  control  of  the  family — 
the  appointment  of  the  lawyer  in  the  case  to  a  judgeship  and  a  recess  of  the 
court — prevented  completion  of  the  adoption  within  the  two-year  time  limit  of 
present  law.  Therefore,  although  the  adoption  was  completed,  it  was  com- 
pleted after  the  two-year  period  and  no  social  security  benefits  were  payable. 

When  he  signed  the  private  relief  bill  on  November  5,  1966,  President  John- 
son requested  that  general  legislation  be  developed  to  meet  this  problem,  and 
the  provision  included  in  H.R.  5710  would  do  so. 

Mr.  Ball.  The  proposal  to  pick  up  survivors'  protection  for  an 
individual  who  has  left  Federal  employment  and  does  not  any  longer 
have  survivorship  protection  would  be  partly  paid  for  by  the  employee 
himself.  He  would  not  get  the  same  refund  of  contribution  he  gets 
now  when  he  leaves.  He  would  pay  the  same  contribution  rate  as  if 
his  coverage  had  been  under  social  security  and  then  the  Govern- 
ment, his  employer,  would  pay  the  remainder. 

On  the  exact  amoimt  that  that  would  cost,  if  Mr.  Myers  has  it  now 
perhaps  he  could  give  it.    Otherwise,  we  would  be  glad  to  supply  it. 

Mr.  Myers.  Mrs.  Griffiths,  on  the  proposal  to  transfer  these  credits, 
there  is  a  net  gain  to  the  social  security  system  by  this  extension  of 
coverage. 

Now,  in  the  particular  case  where  an  individual  dies.  say.  with  less 
than  5  years  of  Government  service  and  survivor  benefits  are  paid, 
as  you  mentioned,  the  cost  for  that  would  be  met  in  part  by  his  con- 
tributions under  civil  service  retirement  being  reduced  by  the  social 
security  ones. 

The  remainder  of  the  cost  in  a  case  like  that  would  be  met  by  the 
civil  service  retirement  system  and  not  by  the  social  security  system, 
because  the  civil  service  retirement  system  is  responsible  for  its  pro- 
portionate share  of  the  cost. 

If  the  person  only  had  Government  service,  the  proportionate  share 
would  be  100  percent.  The  entire  cost  would  be  met  by  the  civil 
service  retirement  system,  and  the  social  security  system,  in  essence, 
would  just  be  the  fiscal  agent  paying  the  benefits. 

Mrs.  Griffiths.  vYhy  did  you  not  pick  up  the  husbands  of  workers  ? 

Mr.  Ball.  You  don't  mean  under  civil  service,  Mrs.  Griffiths  ? 

Mrs.  Griffiths.  In  social  security. 

Mr.  Ball.  As  a  general  benefit. 

Mrs.  Griffiths.  Yes. 

Mr.  Ball.  Well,  at  the  present  time,  under  the  law,  husbands  re- 
ceive benefits  only  if  they  establish  actual  dependency. 
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Mrs.  Griffiths.  And  if  the  wife  has  been  within  the  work  force 
in  the  last  year  and  a  half,  is  that  right  ? 

Mr.  Ball.  Eight,  if  they  are  currently  insured — that  is,  if  they 
have  worked  in  covered  jobs  for  a  year  and  a  half  out  of  the  last 
3  years.  I  believe  that  the  rationale  behind  the  present  provision 
is  that  by  and  large  you  just  can't  make  an  absolute  presumption 
that  the  husband  was  supported  by  his  wife's  earnings,  but  that  it 
is  possible  to  do  so  if  she  has  been  recently  in  the  labor  force  

Mrs.  Griffiths.  But  you  don't  make  an  absolute  presumption. 

Mr.  Ball.  And  then  he  can  get  benefits  if,  in  addition,  he  does  not 
have  income  in  his  own  right  that  is  more  than  half  of  his  total  income. 
I  would  be  glad  to  say,  Mrs.  Griffiths,  that  as  far  as  that  require- 
ment of  currently  insured  status  is  concerned,  I  believe  a  pretty  good 
case  could  be  made  for  dropping  it.  It  is  not  a  very  expensive  pro- 
vision, and  we  would  be  glad  to  give  further  consideration  to  it. 

Mrs.  Griffiths.  I  have  been  asking  you  for  years  and  I  have  been 
getting  that  same  answer.  Now,  I  would  like  to  use  some  cases. 

Suppose  a  woman  is  in  covered  employment  for  10  years.  She  is 
paying  at  the  maximum.  We  can  even  assume  she  is  putting  her  hus- 
band through  school  from  18  to  28  and  at  28  they  decide  that  she  will 
leave  the  work  force  and  that  they  will  have  a  family.  She  has  a  child 
a  year  for  5  years  and  with  the  fifth  one  she  dies. 

Do  you  pick  up  the  husband  and  children?  She  has  been  out  of 
the  work  force  5  years. 

Mr.  Ball.  The  answer  to  your  question,  Mrs.  Griffiths,  is  "No." 
They  are  not  entitled  to  benefits. 

Mrs.  Griffiths.  No,  you  do  not.  Supposing  the  husband  had  been 
in  the  work  force  for  10  years.  He  left  covered  employment  and  be- 
came, a  police  officer.  At  the  end  of  5  years  he  is  killed  in  the  line  of 
duty  within  the  police  department. 

Do  you  pick  up  the  wife  and  children  on  social  security  ? 

Mr.  Ball.  Yes,  Mrs.  Griffiths. 

Mrs.  Griffiths.  Do  you  ask  if  she  is  getting  any  other  pension  ? 
Mr.  Ball.  No. 

Mrs.  Griffiths.  Do  you  ask  if  she  has  any  other  means  of  support  ? 
Mr.  Ball.  No. 

Mrs.  Griffiths.  The  right  of  the  wife  to  draw  on  the  husband  sur- 
vives indefinitely,  does  it  not,  once  he  is  covered  ? 
Mr.  Ball.  Once  he  is  fully  insured. 

Mrs.  Griffiths.  Once  he  is  fully  insured  it  would  survive  for  40 
years  through  a  second  wife  and  a  second  family,  isn't  that  right  ? 

Mr.  Ball.  That  is  correct,  provided,  of  course,  that  the  first  wife 
meets  the  dependency  requirements  that  apply.  If  the  first  wife  is 
divorced  from  him,  they  would  have  to  have  been  married  at  least  20 
years  and  she  would  have  to  be  getting  support  from  him  or  there 
would  have  to  be  a  court  order  for  him  to  support  her  in  order  for  her 
to  qualify. 

Mrs.  Griffiths.  And  how  long  does  the  right  of  a  husband  to  draw 
on  the  wife  survive  ? 

Mr.  Ball.  She  must  be,  as  we  said  earlier,  currently  insured,  which 
means  that  she  has  to  have  been  recently  in  the  work  force. 

Mrs.  Griffiths.  In  the  light,  first,  of  the  equal  protection  clause  of 
the  Constitution  and  in  the  light  of  the  effort  that  has  been  made  to 
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pay  an  equal  amount  for  equal  work  under  title  VII  of  the  Civil  Rights 
Act,  what  I  would  like  to  know  is  how  do  you  people  plan  on  defend- 
ing this  if  any  man  ever  sues?  What  is  your  answer  going  to  be? 
How  can  you  treat  those  contributions  differently  ?  How  can  you  treat 
the  rights  differently? 

Mr.  Ball.  Well,  Mrs.  Griffiths,  as  I  indicated  earlier,  I  think  the 
reasoning  behind  the  law  has  been  that  it  is  so  common  for  the  wife 
and  children  to  be  dependent  upon  the  husband's  earnings  that  it  is 
reasonable  to  say  that  when  those  earnings  stopped  there  was  a  loss 
for  which  the  wife  and  the  children  should  be  compensated. 

On  the  other  hand,  the  situation  in  which  the  husband  and  the 
children  have  been  primarily  dependent  upon  the  wife's  earnings  has 
riot  been  quite  so  common,  and  therefore  it  has  been  required  that 
there  be  a  demonstration  that  she  was  a  recent  earner  and  that  in 
addition  the  husband  was  actually  dependent  on  her  in  the  sense  of 
getting  more  than  half  of  his  income  from  her  

Mrs.  Griffiths.  She  paid  exactly  the  same  amount  to  you  for  the 
same  rights. 

Mr.  Ball.  But  the  risk  is  different. 

Mrs.  Griffiths.  Well,  you  made  the  risk  different. 

Mr.  Ball.  No,  I  think  I  would  argue  that  

Mrs.  Griffiths.  You  made  the  payment  different.  I  don't  see  how 
you  can  defend  it,  Mr.  Ball.  I  think  you  have  to  live  in  the  real  world. 
1  feel  that  the  only  reason  you  have  been  able  to  get  away  with  this 
is  because  the  people  against  whom  it  has  applied  have  been  so  poor 
that  they  could  never  raise  the  question,  and  while  all  of  these  people 
have  been  rushing  down  to  Mississippi  to  take  care  of  rights  down 
there  they  have  never  looked  in  their  own  backyard  to  see  the  rights 
that  are  being  run  over  here. 

Now,  I  would  like  to  give  you  an  example.  I  thihk  this  is  the  sad- 
dest letter  I  ever  read: 

Deae  Mrs.  Griffiths  :  Reading  an  article  about  your  trying  to  help  women 
with  Social  Security,  I  want  to  tell  you  my  problem.  Few  women  have  this 
problem.  And  I  have  found  that  it  isn't  known.  I  will  try  to  be  brief.  My 
husbaDd  is  confined  to  a  state  mental  hospital.  He  will  not  be  able  to  share 
my  Social  Security.  He  has  two  counts  against  him.  He  is  not  fully  insured 
because  he  became  ill  before  he  could  get  in  sufficient  quarters.  Then  I  do  not 
pay  over  half  his  care. 

Here  is  the  joker.  On  the  first  of  each  month  I  send  $10  for  his  medicine, 
$10  for  his  spending  account;  I  am  responsible  for  his  clothes,  dentures,  and 
any  other  extras  that  occur.  In  my  estimate  he  has  been  my  dependent  husband 
for  30  years. 

As  I  have  reached  65,  needing  the  check  I  will  get  for  my  own  survival,  I 
am  not  able  to  help  him.  Were  the  tables  turned  he  would  be  able  to  help  me 
without  question. 

Is  that  right? 

Mr.  Ball.  Yes.  She  would  be  entitled  to  a  wife's  benefit  based 
upon  his  earnings,  but  he  is  not  entitled  to  a  benefit  based  on  her  earn- 
ings because  evidently  more  than  half  his  support  actually  came  from 
the  State  rather  than  from  her  earnings,  and  so  the  assumption  is 
that  he  has  not  suffered  a  loss  of  support  through  her  retirement. 

Mrs.  Griffiths.  Do  you  really  feel,  no  matter  how  bigoted  the 
court  has  been  in  the  past,  that  they  would  buy  an  argument  like  that  ? 
If  you  are  going  to  give  a  man  a  right  to  support  his  widow  at  half 
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the  social  security  on  his  contribution,  why  don't  you  give  a  woman  a 
right  to  give  her  husband  half  her  earnings? 

What  real  objection  do  you  have?  You  are  wanting  to  pick  up 
orphans ;  you  want  to  pick  up  disabled  widows ;  you  want  to  pick  up 
civil  service  people,  but  not  these  men  for  whom  women  have  made 
a  real  contribution.  They  have  been  paying  in  all  this  time.  For 
the  man  you  let  the  rights  survive  forever  for  his  widow,  and  you 
don't  let  them  survive  more  than  a  year  and  a  half  for  a  widowed 
husband,  and  you  won't  even  let  it  be  that  if  he  has  been  maintained 
at  public  expense. 

You  won't  give  her  a  dime.  That  woman  will  go  without  food  to 
get  some  of  the  medicine  for  her  husband. 

Mr.  Ball.  Mrs.  Griffiths,  I  have  already  indicated  that  the  dropping 
of  the  currently  insured  status  as  a  condition  of  entitlement  to  hus- 
bands' and  widowers'  benefits  seems  to  me  to  have  some  merit. 

Mrs.  Griffiths.  I  am  not  going  to  go  with  just  currently  insured. 
If  you  aren't  going  to  ask  the  woman  who  marries  Horace  Dodge 
how  much  money  she  is  getting,  you  aren't  going  to  ask  the  husband 
what  he  is  getting.  If  the  wife  had  coverage  why  shouldn't  the  hus- 
band get  half  of  it?  Why  are  you  trying  to  distinguish  between  the 
rights  of  two  contributors  ? 

Mr.  Ball.  I  think  the  real  problem  is  that  in  most  cases  the  hus- 
band really  was  almost  entirely  dependent  on  his  own  earnings,  even 
though  his  wife  worked.  He  may  have  worked  as  a  Federal  em- 
ployee or  State  or  local  employee  and  be  getting  substantial  earnings 
from  that  employment,  and  entitlement  to  half  his  wife's  benefit  with- 
out any  test  of  whether  he  really  has  lost  anything  on  her  retirement 
might  raise  a  question.  I  wouldn't  say  it  was  a  great  

Mrs.  Griffiths.  The  husband  retires.  You  aren't  going  to  ask 
Senator  Phil  Hart  anything,  and  Jane  is  one  of  the  richest  women 
in  America.  You  aren't  going  to  say  a  word.  You  are  just  going 
to  give  her  the  money. 

Mr.  Ball.  I  think  the  question  is  simply  whether  you  want  to  op- 
erate on  presumptions  under  social  insurance  

Mrs.  Griffiths.  I  want  to  operate  fairly.  If  I  pay  into  the  system, 
I  want  to  have  the  same  right  to  draw  that  anybody  else  has.  I  don't 
consider  this  a  welfare  program.  Most  people  are  relying  upon  this 
for  pensions.  The  only  possible  excuse  you  could  have  on  the  cases 
I  have  given  is  go  into  court  and  say  that  it  was  welfare. 

Now,  of  course  it  is  not  welfare  because  you  are  giving  it  to  people 
that  don't  need  it,  except  that  you  are  not  giving  it  if  it  is  a  husband 
that  does  need  it. 

Now,  I  would  like  to  ask  you  if  a  man  works  at  two  jobs,  moon- 
lights, do  you  add  his  combined  earnings  together  so  he  can  draw  ?  $ 
Mr.  Ball.  Up  to  the  maximum  allowable  in  the  particular  year. 
Mrs.  Griffiths.  You  do  ? 

Mr.  Ball.  If  the  two  combined  are  more  than  the  maximum  earn- 
ings base — $6,600 — then  they  are  limited  to  that. 

Mrs.  Griffiths.  But  you  combine  his  earnings.  You  told  me  just 
before  this  hearing  started  that  you  would  be  quite  incompetent  to 
add  a  husband's  and  wife's  earnings  together. 

Why  can't  you  add  theirs  ? 
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Mr.  Ball.  I  think  there  are  a  lot  of  technical  difficulties,  Mrs.  Grif- 
fiths. I  wouldn't  want  to  say  at  this  point  that  they  are  insuperable. 
What  I  indicated  was  that  we  had  found  no  way  to  do  it.  Take,  for 
example,  situations  where  there  are  divorces  and  separations. 

Mrs.  Griffiths.  What  difference  would  it  make?  If  they  are  di- 
vorced they  are  not  going  to  draw  on  their  combined  earnings ;  only 
if  they  are  married. 

Mr.  Ball.  But  is  it  only  for  the  years  in  which  they  are  married 
that  you  make  the  combination  of  earnings? 

Mrs.  Griffiths.  That's  right,  only  the  years  in  which  they  are 
drawing.  If  they  both  work,  add  the  earnings  together.  If  they 
get  divorced  after  they  begin  to  draw,  each  one  takes  his  own. 

Mr.  Ball.  Some  of  the  difficulties  that  we  see,  for  example,  are 
where  a  woman  has  a  wage  record  that  has  extended  since  she  was 
20,  she  married  at  30  and  was  with  one  particular  husband  for  10 
or  15  years  and  then  perhaps  was  divorced  and  remarried  and  was 
with  the  second  husband  for  10  or  15  years,  and  then  maybe  there  was 
a  separation. 

I  find  it  difficult  to  know  in  such  a  case  exactly  which  years  to  add 
together. 

Mrs.  Griffiths.  When  they  began  to  draw  add  the  combined  earn- 
ings of  that  husband  and  wife. 

Mr.  Ball.  Regardless  of  whether  she  was  

Mrs.  Griffiths.  Married  to  him  or  not. 

Mr.  Ball.  Whether  he  was  married  to  her  or  not. 

Mrs.  Griffiths.  Living  in  sin.  You  take  care  of  lots  of  problems 
in  Miami  right  now. 

Mr.  Ball.  We  took  care  of.  that  problem  last  year,  Mrs.  Griffiths. 

Mrs.  Griffiths.  You  didn't  take  care  of  it  very  well. 

Mr.  Ball.  I  see  considerable  merit,  as  you  have  suggested,  in  the 
idea  that  a  husband  and  wife  together  should  have  a  benefit  related 
to  the  level  of  earnings  that  they  have  had. 

Mrs.  Griffiths.  Right. 

Mr.  Ball.  I  find  it  more  difficult  to  follow  the  reasoning  of  adding 
together  their  earnings  for  periods  while  she  was  not  his  wife.  That 
is  not  what  the  two  of  them  were  living  on. 

You  are  not,  then,  replacing  the  earnings  that  they  have  had  as 
a  couple. 

Mrs.  Griffiths.  You  are  replacing  the  earnings  that  this  couple 
had. 

Mr.  Ball.  I  could  see  adding  them  together  while  they  are  a  couple. 
The  difficulty  I  get  in  is  

Mrs.  Griffiths.  I  don't  think  you  would  have  any  problem  at  all, 
Mr.  Ball.  How  much  does  it  cost  you  every  year  to  keep  account  of 
the  credits  I  Doesn't  it  cost  you  about  half  a  billion  dollars  ? 

Mr.  Ball.  No. 

Mrs.  Griffiths.  How  much  ? 

Mr.  Ball.  On  the  administrative  cost  of  maintaining  the  earnings 
records,  I  would  have  to  supply  the  exact  figure  for  the  record,  but  I 
would  think  it  would  be  less  than  $100  million. 

(Mr.  Ball  later  submitted  for  the  record  information  to  the  effect  that  the 
administrative  cost  of  maintaining  the  earnings  records  in  fiscal  year  1968  is 
estimated  at  $45  million.) 
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Mrs.  Griffiths.  If  they  are  not  really  of  any  effect,  if  those  credits 
mean  nothing,  why  not  just  fire  that  group  of  people,  ask  those  who 
want  social  security  to  supply  the  records  of  their  tax  payments  for  the 
last  5  years,  and  you  could  use  the  $100  million  to  send  out  to 
recipients  ? 

Mr.  Ball.  It  seems  to  me  that  the  wage  record,  far  from  meaning 
nothing,  is  the  entire  basis  of  eligibility  and  benefit  amounts  under  the 
program. 

Mrs.  Griffiths.  Let  me  ask  you  this :  this  is  one  of  the  things  that 
is  really  so  illogical  to  me.  You  paid  in  up  through  1962  and  in  1962 
you  are  60  years  of  age.  You  decide  for  reasons  known  to  yourself  that 
you  believe  now  that  you  have  enough  money.  You  will  just  wait  and 
you  will  start  drawing  when  you  are  65. 

Next  door  to  you  lives  a  person  who  has  worked  for  civil  service 
until  he  was  55.  He  too  will  be  65  in  1967.  He  gets  a  job  in  covered 
employment,  works  for  10  years  in  covered  employment,  and  pays  in  at 
the  top  rate.  Which  one  of  those  two  people  gets  the  more  money  in 
their  retirement  ? 

Mr.  Ball.  The  person  who  has  paid  in  the  longer  would  get  more 
money,  Mrs.  Griffiths.  The  fact  that  the  civil  servant,  that  you  spoke 
of,  was  fully  insured  by  reason  of  paying  in  for  10  years  guarantees 
him  only  the  entitlement  to  some  level  of  benefits,  but  the  way  the  pro- 
gram is  constructed  the  average  monthly  earnings  determines  the 
amount  of  benefit.  To  arrive  at  the  average  monthly  earnings  you  have 
to  count  everything  after  1950  except  for  5  years  of  low  earnings  and 
then  divide  it  by  the  total  number  of  months  that  have  elapsed. 

Mrs.  Griffiths.  I  checked  with  one  of  your  offices  and  I  believe 
I  was  told  that  the  person  who  had  paid  in  all  those  years,  and  wives 
too,  would  draw  $1.30  less  a  month  than  a  man  who  paid  the  last  10 
years. 

Mr.  Ball.  I  may  not  have  forgotten  all  the  facts  in  your  example. 
There  are  situations  in  the  early  years  of  the  program  where  an  in- 
dividual can  pay  in  for  a  shorter  period  and  by  the  situation  of  earn- 
ing higher  amounts  for  a  short  period  get  more  in  benefits.  That  is 
quite  true. 

Mrs.  Griffiths.  The  real  truth  is  the  payment  in  social  security  is 
not  based  on  what  you  pay  in,  but  it  is  wage  related,  isn't  it  ? 

Mr.  Ball.  You  are  correct  that  the  benefit  amounts  are,  related  to 
the  wages,  but  the  contributions  over  time,  as  the  system  develops  in 
the  long  run,  are  also  related  to  the  wages. 

Mrs.  Griffiths.  Now,  you  are  coming  in  asking  for  an  enormously 
increased  wage  base.  Why  don't  you  now  make  this  more  related  to 
the  years  of  payments  into  the  system,  in  place  of  the  wages  you  drew 
in  the  final  years  in  which  you  paid  in  ? 

For  instance,  in  Detroit  many  men  worked  at  Packard  Motor  Car 
at  a  high  wage  and  they  worked  there  until  they  were  in  their  late  40's. 
When  they  left  Packard,  when  Packard  closed,  many  of  those  people 
have  never  again  drawn  more  than  the  minimum  wage. 

Now,  in  spite  of  the  fact  that  they  paid  in  all  of  their  working  life 
some  of  those  people  are  going  to  be  stuck  with  much  lower  income 
than  people  who  paid  in  only  10  years. 
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Mr.  Ball.  Very  fundamentally,  Mrs.  Griffiths,  both  the  social 
security  program  and  private  pension  plans  by  and  large  have  operated 
on  the  theory  that  their  function  was  best  served  by  paying  a  bene- 
fit related  to  the  amount  that  people  have  had  to  live  on.  The  strict 
relationship  of  the  benefit  to  the  exact  contributions  of  an  individual 
is  perhaps  more  appropriate  to  individually  bought  annuities  or  in- 
dividual types  of  insurance. 

The  relationship  of  benefits  to  contributions,  however,  in  most  in- 
stances and  over  time,  is  still  quite  close.  You  relate  the  benefits  to 
earnings  that  people  have  had  and  they  pay  contributions  in  relation 
to  those  earnings,  so  there  is  a  relationship  between  the  benefit 
and  the  contributions.  But,  as  you  point  out,  there  are  situations  in 
which  an  individual  may  have  paid  in  for  quite  a  while  and  then  for  a 
long  period  of  time  earns  much  less. 

It  is  true  that  the  benefit,  as  a  replacement  of  what  he  has  been  liv- 
ing on  and  what  he  is  earning,  may  in  some  instances  be  lower  than  it 
would  be  if  you  developed  the  system  as  it  was  in  1935,  say,  where  it 
was  much  more  closely  related  just  to  contributions  rather  than  to 
earnings  levels. 

Mrs.  Griffiths.  Now,  I  would  like  to  ask  you  how  much  money  do 
you  get  back  from  widows  who  return  to  work  ?  How  much  is  paid  in 
as  taxes  ?  I  mean  how  much  is  their  social  security  cut  ?  How  many 
of  them  are  having  their  social  security  cut  because  they  have  gone  to 
work? 

Mr.  Ball.  Do  you  have  a  figure  on  that  ?    We  are  paying  currently 

about  

Mrs. Griffiths.  A  million? 

Mr.  Ball.  We  are  paying  currently  about  a  half-million  widows 
under  age  62.    You  are  speaking  of  those  under  age  62? 

Mrs.  Griffiths.  You  told  Joint  Economic  that  you  were  paying  a 
million  women  with  children  and  that  300,000  of  those  women  did 
work. 

Mr.  Ball.  A  million  were  eligible  ? 

Mrs.  Griffiths.  How  much  money  do  you  get  back  from  them? 
How  much  does  it  cut  the  social  security  payment  ? 

Mr.  Ball.  Mr.  Myers  is  looking  up  something  on  that.  While  he 
is  doing  that  perhaps  I  could  state  what  I  understand  the  question 
to  be  for  the  record,  and  that  is  that  we  are  speaking  here  of  the 
widows  who  get  benefits  by  reason  of  having  young  children  in  their 
care,  not  those  over  age  60  ? 

Mrs.  Griffiths.  Yes. 

Mr.  Ball.  And  the  question  is  how  many  would  we  be  paying  ex- 
cept for  the  requirement  that  they  not  be  performing  substantial 
work? 

Mrs.  Griffiths.  The  question  is  how  many  of  them  work  and  there- 
fore cut  the  social  security  payments  ? 

Mr.  Myers.  Mrs.  Griffiths,  the  approximate  number  of  women  who 
would  otherwise  be  receiving  mother's  insurance  benefits  because  of 
having  children  in  their  care,  but  who  work  substantially  and  there- 
fore do  no  receive  benefits  is  about  200,000  and  the  annual  benefit  re- 
duction as  a  result  of  that  is  around  $150  million  a  year. 
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Mrs.  Griffiths.  Well,  I  would  like  to  say  that  I  personally  feel  that 
it  is  a  great  error  to  charge  these  women  anything,  to  reduce  it  at  all. 

You  have  about  700,000  women  left  that  you  are  paying.  Is  that  not 
true  ? 

Mr.  Ball.  I  don't  believe  it  is  that  high.  We  are  now  paying  about 
500,000. 

Mrs.  Griffiths.  I  ran  a  little  check.  If  they  went  to  work  at  $3,600, 
which  you  told  me  was  a  mean  average  wage  for  women,  and  they  had 
two  children,  you  would  charge  them  $189  income  tax.  I  might  say, 
Mr.  Sheldon  Cohen  is  my  favorite  Mr.  Cohen.  He  collects  absolutely 
even.  All  you  have  to  do  is  draw  some  money  and  he  wants  his  share. 

She  would  pay  $189  income  tax.  She  would  pay  $158.40  social 
security.  Then  she  would  lose  in  social  security  $1,296. 

So  that  in  order  for  her  to  go  to  work  and  earn  $3,600  she  has  to  pay 
$1,632.40,  which  would  leave  her  a  net  gain  of  $1,956.60  if  she  didn't 
have  to  buy  any  clothes,  lunches,  and  streetcar  rides;  however,  she  is 
getting  to  work. 

My  personal  opinion  is  that  a  large  part  of  these  women  who  are 
asking  now,  "Please  reduce  the  age  to  50,"  are  women  that  have  been 
maintained  and  really  kept  from  working  because  of  this  tremendous 
payment  they  have  to  make. 

Now,  I  don't  think  we  are  getting  any  place  doing  this.  I  think 
you  just  might  as  well  pay  them  and  let  them  go  to  work.  You  are 
going  to  collect  taxes  off  them,  anyhow.  I  don't  understand  why  you 
consider  that  their  earnings.  That  is  the  contribution  in  place  of  the 
husband's  earnings.  And  when  that  woman  wants  to  work  you  don't 
say  to  her,  "Well,  Madam,  you  don't  have  to  pay  at  all.  Your  husband 
paid." 

So  why  do  you  want  to  take  some  money  away  from  her?  This  is 
a  carryover  from  the  worker,  isn't  it?  If  the  worker  were  drawing 
social  security  you  wouldn't  let  him  work,  but  why  not  let  the  widow 
work? 

Mr.  Ball.  I  think,  Mrs.  Griffiths,  the  reasoning  is  much  the  same  as 

the  so-called  retirement  test  

Mrs.  Griffiths.  That  is  right. 

Mr.  Ball  (continuing).  For  the  older  persons  themselves,  and  the 
assumption  is  that  the  payment  is  made  to  the  widow  to  partly  make 
up  for  a  loss  that  she  suffered. 

Mrs.  Griffiths.  But  why  pay  her  to  stay  out  of  the  job  market? 

Mr.  Ball.  If  she  demonstrates  that  on  her  own  she  supports  her- 
self through  work,  there  isn't  the  same  loss  of  support  there  and  the 
same  need  to  make  the  social  security  payment.  I  would  be  somewhat 
concerned,  if  the  so-called  retirement  test  were  dropped  for  a  particu- 
lar category  of  beneficiaries,  that  it  would  be  a  logical  step  to  drop  it 
for  other  categories,  with  the  very  great  cost  that  is  involved,  that  we 
have  talked  about  many  times. 

Mrs.  Griffiths.  In  my  judgment,  the  test  wasn't  logical  when 
applied  to  her.  There  was  the  illogic  of  the  whole  thing.  She  is  not 
her  husband.  They  are  two  different  people,  and  if  they  were  going 
to  work  you  would  collect  social  security  taxes  from  both  of  them,  so 
why  do  you  want  to  penalize  this  woman  ? 
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Now,  I  might  ask  in  that  connection  even  if  the  woman  who  dies  is 
currently  insured  and  the  husband  is  totally  dependent  upon  her,  you 
don't  pay  him  any  money,  do  you  ? 

Does  he  get  any  money  ? 

Mr.  Ball.  Oh,  you  are  speaking  of  if  he  were  young  ? 

Mrs.  Griffiths.  Yes. 

Mr.  Ball.  You  are  correct. 

Mrs.  Griffiths.  He  doesn't  get  a  cent. 

Mr.  Ball.  We  pay  him  if  he  is  62,  of  course. 

Mrs.  Griffiths.  But  he  doesn't  get  any  money  at  all. 

Mr.  Ball.  That  is  correct,  if  under  62. 

Mrs.  Griffiths.  So  it  is  another  situation  where  the  wife's  contribu- 
tion just  isn't  worth  what  the  husband's  contribution  is. 

Mr.  Ball.  The  children  would  be  paid. 

Mrs.  Griffiths.  But  not  the  husband. 

Mr.  Ball.  But  not  the  husband ;  you  are  correct. 

Mrs.  Griffiths.  Well,  I  would  like  to  say,  Mr.  Chairman,  and  Mr. 
Secretary,  I  don't  mind  being  second  class  as  a  citizen,  but  I  certainly 
do  hate  to  see  my  husband  second  class. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Byrnes. 

Mr.  Byrnes.  Mr.  Secretary,  last  October  I  introduced  a  bill  to  in- 
crease the  benefit  level  under  OASDI  by  8  percent  to  compensate  our 
social  security  beneficiaries  for  increases  in  the  cost  of  living  since 
the  last  benefit  increase.  The  Department  objected  to  the  proposal 
as  inflationary,  because  no  tax  increase  was  recommended  in  view  of 
the  advice  of  the  chief  actuary  that  the  system  could  finance  the  bene- 
fit increase. 

Under  the  proposal  of  the  administration  now  before  us,  there  are 
no  additional  taxes  recommended  before  January  of  1968.  Do  you 
consider  this  inflationary  ?  If  not,  how  do  you  reconcile  this  view  with 
those  expressed  on  behalf  of  the  Department  last  fall  ? 

Secretary  Gardner.  I  am  not  familiar  with  the  exchange  last  Octo- 
ber. Was  that  with  the  Commissioner  or  was  this  

Mr.  Byrnes.  When  the  President  made  his  preelection  speech  in 
Baltimore  last  fall  recommending  increased  social  security  benefits  in 
1968,  many  Members  of  Congress  shared  my  view  that  an  immediate 
benefit  increase  should  be  enacted  to  compensate  for  the  severe  infla- 
tion that  had  occurred.  The  Ways  and  Means  Committee  met  in 
executive  session  to  consider  proposals  calling  for  an  immediate  bene- 
fit increase. 

It  was  resisted  as  too  inflationary  by  departmental  representatives, 
presumably  speaking  for  you  or  for  the  President.  I  would  like  to  find 
out  what  your  attitude  is  with  respect  to  this  particular  proposal  be- 
cause it  is  not  accompanied  by  a  tax  increase  during  1967,  and  only  a 
moderate  increase  in  January  of  1968  compared  with  the  increase  in 
benefit  payments. 

Secretary  Gardner.  Under  Secretary  Cohen  was  a  party  to  that  in- 
terchange last  October  and  he  would  like  to  answer  the  question. 

Mr.  Byrnes.  Well,  the  important  question  is  whether  you  regard 
this  proposal  as  inflationary.  I  know  what  your  attitude  was  last  fall. 
I  want  to  know  what  your  current  attitude  is.  I  don't  know  why  the 
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Secretary  can't  answer,  but  if  he  wants  to  refer  the  question  to  Mr. 
Cohen  that  is  all  right  with  me. 

Mr.  Cohen.  Mr.  Byrnes,  you  are  correct  in  stating  that  roughly 
$2  billion  under  this  new  proposal  would  be  spent  in  the  last  half  of 
calendar  year  1967  that  will  not  be  covered  by  specific  new  taxes  with- 
in this  calendar  year.  To  the  extent  that  this  is  purchasing  power  that 
goes  into  the  economic  stream,  it  can  be  viewed  in  that  sense  as  being 
inflationary. 

I  would  say  therefore  that  this  proposal  is  more  inflationary  with- 
out a  concurrent  tax  than  if  there  had  been  a  new  tax  levied  for  1967. 
It  is  for  this  reason  that  we  made  the  benefits  payable  only  for  the 
last  6  months  of  1967  rather  than  making  them  retroactive  to  Janu- 
ary 1967. 

Mr.  Byrnes.  This  bill  provides  that  the  benefit  increases  will  go 
into  effect  as  of  July  1  ? 

Mr.  Cohen.  The  increases  would  be  effective  with  respect  to  the 
month  of  June,  though  they  would  probably  actually  be  paid  in 
October  or  so.  But  you  can  count  6  months  of  full  payments  in  the 
calendar  year  as  being  paid  in  the  last  quarter  or  the  last  4  months. 
So  roughly  $2  billion  worth  of  disbursements  would  be  paid  in  1967 
that  would  not  be  covered  by  new  tax  revenues  in  1967. 

Mr.  Byrnes.  Let  me  refer  to  the  table  that  Mr.  Ball  presented 
yesterday  of  the  estimated  progress  of  the  OASDI  trust  funds.  The 
table  shows  that  the  outgo  is  contemplated  to  be  $22.6  billion  under 
present  law  and  $24.7  billion  under  the  proposal  during  1967,  so  that 
you  have  an  increase  in  this  year  of  $2.1  billion. 

Is  that  accurate? 

Mr.  Cohen.  Yes,  $2.1  billion  for  that  period  of  time.  I  would  say 
this,  Mr.  Byrnes,  in  fuller  amplification.  I  think  it  is  true  that  when 
we  appeared  in  executive  session  last  year,  we  were  greatly  concerned 
over  the  inflationary  situation.  We  shall  have  the  same  concern  that 
this  program  should  not  be  inflationary  at  the  present  time,  but  there 
were  only  two  alternatives  that  seemed  to  us  to  be  practical :  Either 
to  recommend  a  new  tax  this  year  retroactive  to  January  1  to  match 
the  benefit  increase,  which  didn't  seem  feasible,  or  else  to  postpone 
payments  until  January  1  of  next  year  and  make  increased  revenues 
payable  at  that  time. 

Those  were  the  only  two  ways  that  we  saw  of  making  income  and 
outgo  balance  so  there  would  be  no  inflationary  effect. 

Mr.  Byrnes.  Mr.  Ball's  table  shows  that  in  1967  the  income  to  the 
trust  funds  under  present  law  will  be  $26.4  billion,  while  under  the 
proposal  it  would  be  $26.3  billion.  You  are  going  to  have  less  money 
even  though  you  are  going  to  increase  benefits.  What  is  the  reason 
for  this? 

Mr.  Ball.  Yes,  Mr.  Byrnes.  The  total  income  is  slightly  less  by 
reason  of  the  fact  that  there  wouldn't  be  quite  as  much  interest  earn- 
ings, but  actually,  the  pulldown  isn't  large  enough  to  have  made  that 
difference. 

That  figure  of  $26.3  billion  really  should  be  corrected  to  $26.4  billion 
on  a  rounded  basis.  It  is  correct  that  income  is  less,  but  there  isn't 
enough  difference  to  have  made  that  $100  million  difference  in  the 
rounding,  and  it  shouldn't  have  been  shown  that  way. 
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Mr.  Byrnes.  According  to  your  tables,  you  contemplate  an  increase 
in  income  to  the  trust  in  1968  under  this  proposal  of  $1  billion. 
Your  tables  also  show  an  increase  in  out  go  under  the  proposal  of  $4,- 
500  million  for  calendar  year  1968. 

Mr.  Ball.  That  is  right. 

Mr.  Byrnes.  Because  it  is  the  administration's  proposal,  that  makes 
it  noninflationary,  is  that  it  ?  Yet  a  smaller  expenditure  last  October 
was  so  highly  inflationary  that  the  Congress  wouldn't  consider  it,  in 
spite  of  the  fact  that  the  older  people  were  enduring  the  undue  burden 
of  the  inflation. 

Mr.  Ball.  Mr.  Byrnes,  as  far  as  I  recall,  the  concern  last  year  re- 
lated to  the  situation  in  the  second  half  of  1967  and  not  necessarily  to 
1968.  At  the  present  time  I  don't  know  that  there  is  a  settled  view 
about  whether  it  would  be  helpful  or  not  helpful  for  social  security 
to  have  something  less  of  a  surplus  than  it  will  have  under  present  law 
in  1968. 

You  will  note,  of  course,  and  in  fact  you  yourself  have  pointed  out, 
that  if  the  social  security  system  is  looked  at  as  a  closed  system,  the  net 
effect  of  social  security  income  and  outgo  under  the  proposals  is  slight- 
ly deflationary  in  each  of  these  years. 

It  is  as  compared  with  present  law  that  we  have  a  question  of  its 
perhaps  being  somewhat  inflationary. 

Mr.  Byrnes.  What  years  are  you  talking  about  ?  How  do  you  get 
a  deflationary  situation  ?  While  the  present  law  would  provide  an  in- 
crease in  income  over  outgo,  your  proposal  cuts  it  back  so  that  they 
are  almost  in  balance  in  1968. 

Mr.  Ball.  I  am  not  disagreeing  with  you  as  compared  with  present 
law. 

Mr.  Byrnes.  I  am  talking  about  your  proposal.  What  you  are  rec- 
ommending under  this  proposal  is  certainly  more  inflationary  than  the 
present  situation.  Let's  put  the  facts  on  the  table. 

Mr.  Ball.  Mr.  Byrnes,  I  am  not  disagreeing  with  you  that  our  pro- 
posal, compared  with  present  law,  has  the  effect  that  you  say  it  does. 
I  was  only  saying  that  if  looked  at  just  in  terms  of  social  security 
and  not  a?  compared  with  present  law,  itself,  then  still,  looked  at  as  a 
closed  system,  the  effect  of  the  program  by  itself  is  not  inflationary 
even  under  the  proposals. 

Mr.  Byrnes.  But  it  was  last  year  when  we  talked  about  it.  Last 
year  it  was  regarded  as  very  inflationary  under  any  concept  of  the 
system  you  wanted  to  talk  about,  Mr.  Ball.   Isn't  that  right? 

Mr.  Ball.  As  compared  with  present  law,  that  is  correct,  yes. 

Mr.  Byrnes.  Eight,  absolutely. 

Mr.  Ball.  I  would  like  to  make  this  general  point,  Mr.  Byrnes, 
that  I  am  sure  is  quite  clear  to  you,  and  that  is  that  these  proposals 
are  permanent  improvements  in  social  security.  But  of  course  they 
need  to  be  taken  into  account  in  considering  other  actions  of  the  Gov- 
ernment that  may  be  taken  in  terms  of  general  fiscal  policy. 

Mr.  Byrnes.  I  want  to  get  into  that  question  too.  Do  you  now  feel 
that  there  isn't  any  inflationary  problem  ?  If  so,  why  is  the  President 
asking  for  a  tax  increase  of  $4%  billion  for  fiscal  year  1968  starting 
in  June — the  same  time  these  increased  benefits  will  begin? 

I  think  this  is  a  very  unusual  situation.  You  are  recommending  a 
$4^2  billion  increase  in  benefit  payments  without  any  corresponding 
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increase  in  the  income  to  the  fund.  There  is  to  this  extent  an  addition 
to  the  economy  in  terms  of  purchasing  power  and  to  inflationary 
pressures. 

At  the  same  time  you  propose  an  income  tax  increase  that  you 
apparently  feel  corresponds  with  this.  Is  that  why  the  income  tax 
increase  is  recommended,  to  offset  the  inflationary  pressures  of  this 
social  security  proposal  here ;  are  the  two  intended  to  closely  balance 
one  another? 

Mr.  Cohen.  I  would  say  that  in  presenting  the  total  administration 
program  this  year,  including  both  the  social  security  changes  and  the 
tax  changes  before  this  committee,  the  President,  the  Council  of  Eco- 
nomic Advisers,  the  Treasury  Department,  and  the  other  people 
concerned  about  the  total  economic  situation  did  take  all  these  things 
into  account  in  coming  up  with  our  total  proposals.  This  was  of 
course  not  the  situation  we  were  faced  with  when  we  were  here  before 
you  in  executive  session  in  the  fall  of  last  year. 

You  are  correct  in  stating  that  the  administration's  proposals  take 
into  account  both  the  increased  disbursements  under  the  social  security 
program  and  the  increased  income  expected  from  the  tax  proposals. 

Mr.  Byrnes.  You  have  responded  at  some  length,  but  I  don't  be- 
lieve that  you  have  answered  my  question. 

Mr.  Cohen.  Perhaps  I  could  restate  your  question  this  way:  Is 
there  any  difference  in  the  attitude  of  the  administration  this  year 
as  compared  with  the  argument  we  made  last  year  about  the  possible 
inflationary  effect  of  just  a  social  security  benefit  increase  ? 

We  were  very  concerned  at  that  time  that  this  particular  proposal, 
if  enacted  all  by  itself,  without  time  to  take  any  compensating  actions, 
might  have  an  inflationary  effect,  but  looking  at  the  totality  of  the 
administration's  recommendations  this  year,  both  for  social  security 
and  for  the  tax  increase,  we  believe  this  is  a  balanced  program. 

Mr.  Byrnes.  What  if  Congress  doesn't  pass  the  6-percent  income 
tax  increase  recommended  by  President  Johnson  ?  Would  that  change 
your  attitude  with  respect  to  your  recommendations  here  and  their 
effect  upon  the  economy  of  the  country?  Would  that  change  your 
attitude  toward  the  social  security  taxes  that  should  be  imposed  in 
conjunction  with  this  benefits  increase  ? 

The  impact  of  the  cost  to  the  taxpayer  for  most  of  this  program 
is  postponed  beyond  1968.  Would  you  then  want  to  accelerate  the 
increases  to  have  a  more  significant  impact  at  an  earlier  date  ? 

Mr.  Cohen.  On  the  assumption  that  the  inflationary  forces  have 
been  dampened  as  compared  with  last  year,  I  would  certainly  hope 
the  committee  would  nevertheless  see  fit  to  enact  the  social  security 
recommendations  that  we  have  here  on  their  own  merit.  I  think 
that  they  are  sound  and  we  will  justify  them  entirely  on  their  own 
merit. 

Mr.  Byrnes.  That  is  what  many  of  us  thought  should  be  done  last 
fall.  The  administration  can  shift  its  basic  philosophy  in  a  very  short 
period  of  time. 

I  would  like  to  have  the  cost  figure  for  this  program.  I  suppose 
the  easiest  way  for  you  to  calculate  the  cost  is  on  a  calender  year 
rather  than  a  fiscal  year  basis,  isn't  it  ? 

Mr.  Myers.  Yes,  sir. 
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Mr.  Byrnes.  What  is  the  dollar  cost  of  this  proposal  with  respect 
to  OASDI  in  calendar  year  1968  ? 

Mr.  Myers.  Mr.  Byrnes,  in  calendar  year  1968  the  total  cost  of  the 
cash  benefits  under  OASDI  under  present  law  is  $22.3  billion  and  it 
is  increased  by  the  bill  by  $4.5  billion,  to  make  a  total  of  $26.8  billion. 
This  is  the  total  benefit  expenditures.  Some  of  this  money,  a  very 
small  part,  comes  from  general  revenues. 

Mr.  Byrnes.  I  want  to  get  to  that.  First,  I  want  to  know  what 
is  the  cost  as  it  will  be  reflected  in  outgo  from  the  trust  funds.  Then 
I  want  to  know  what  the  cost  of  your  program  will  be  to  the  general 
fund.  I  am  going  to  want  cost  estimates  for  amendments  you  re- 
quest to  the  public  assistance  titles,  but  I  am  limiting  my  questions 
at  this  point  to  the  OASDI  and  medical  benefit  program. 

Mr.  Myers.  For  the  calendar  year  1968  the  increased  cost  in  total 
for  the  cash  benefits  is  $4.47  billion  and  of  that,  $200  million  

Mr.  Byrnes.  What  $200  million  ? 

Mr.  Myers.  Of  the  increased  cash  benefits  cost  of  $4.47  billion, 
$200  million  of  that  comes  from  general  revenues.  The  remaining 
comes  from  the  financing  of  the  svstem  through  contributions. 

Mr.  Byrnes.  $200  million? 

Mr.  Myers.  All  but  that  $200  million  comes  from  the  financing  of 
the  system. 

Mr.  Byrnes.  Yes.  The  $200  million  of  $4.47  billion  will  be  financed 
from  the  general  fund  ? 
Mr.  Myers.  That  is  correct. 

Mr.  Byrnes.  Is  that  item  included  in  the  budget  \ 

Mr.  Myers.  Yes.  Actually  that  item,  as  you  will  recall  about  the 
amendment  passed  in  1966,  provided  these  benefits  for  people  over 
72  who  did  not  have  insured  status.  It  was  provided  that  the  general 
revenues  would  reimburse  the  money  roughly  a  year  and  a  half  or  2 
years  later  to  the  trust  fund,  but  with  the  appropriate  interest,  so  that 
money  will  not  come  into  the  trust  fund  until  about  1970,  but  that  $200 
million  that  I  was  referring  to  is  a  responsibility  of  the  general 
revenues. 

Mr.  Byrnes.  But  it  doesn't  have  to  be  budgeted  for  fiscal  1968  ? 
Mr.  Myers.  No  ;  it  would  not  be  budgeted  for  fiscal  1968.  It  would 
be  in  fiscal  1970 1  believe. 
Mr.  Byrnes.  Because  of  the  lag  ? 
Mr.  Myers.  Yes. 

Mr.  Byrnes.  The  trust  fund  advances  the  funds  and  will  be  repaid 
a  couple  of  years  later  by  the  general  fund  ?  There  is  a  liability  to  the 
general  fund  ? 

Mr.  Myers.  Yes ;  that  is  correct. 

Mr.  Byrnes.  Just  like  the  general  fund  has  a  liability  for  the  in- 
terest on  any  securities  that  the  trust  fund  holds. 
Mr.  Myers.  Yes. 

Mr.  Byrnes.  So  the  $4.47  billion  will  be  the  demand  on  the  trust 
fund  even  though  some  of  this  sum  will  be  reimbursed. 
Mr.  Myers.  Yes ;  that  is  correct. 

Mr.  Byrnes.  What  is  the  increase  in  calendar  1968  for  the  health 
insurance  program  ? 
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Mr.  Myers.  In  the  health  insurance  the  additional  cost  comes  from 
two  items. 

Mr.  Byrnes.  Well,  is  the  additional  cost,  $425  million  ? 

Mr.  Myers.  Yes. 

Mr.  Byrnes.  Is  that  what  it  is  ? 

Mr.  Myers.  The  additional  cost  is  $425  million.  There  is  an  addi- 
tional $62  million  over  the  $425  million  for  the  shift  of  the  outpatient 
and  inpatient  diagnostic  services  between  health  insurance  and  supple- 
mentary medical  insurance.  , 

Mr.  Byrnes.  How  much  of  that  comes  from  the  general  fund? 

Mr.  Myers.  And  of  that  the  general  revenues  would  have  a  cost  of 
$50  million  with  respect  to  the  benefits  for  disabled  persons  under  the 
supplementary  medical  insurance  plan.  That  money  would  be  paid 
currently  and  would  not  be  a  deferred  item  as  we  were  talking  about 
for  the  cash  benefits. 

Mr.  Byrnes.  Has  that  been  budgeted  ? 

Mr.  Myers.  Yes ;  that  has  been  budgeted. 

Mr.  Byrnes.  It  is  in  the  President's  budget  ? 

Mr.  Myers.  Yes;  it  is. 

Mr.  Byrnes.  Where  would  I  find  it  ?  Under  what  heading  ? 

Mr.  Myers.  The  figure  I  gave  you  is  for  the  full  calendar  year  1968. 
The  figure  in  the  budget  is  just  for  the  fiscal  year  1968,  which  is  about 
half  of  that. 

Mr.  Byrnes.  Right. 

Mr.  Myers.  I  am  sorry  I  don't  have  the  exact  page  with  me,  but  it 
is  in  the  budget.  In  fact,  the  figure  in  the  budget  would  probably  be 
a  little  bit  in  excess  of  that  because  the  figure  in  the  budget  is  for  the 
premiums  that  are  paid  by  the  participants,  which  is  a  little  bit  more 
than  the  benefit  cost. 

Mr.  Byrnes.  In  other  words,  it  is  included  in  the  figure  in  the  budget 
relating  to  the  Federal  contribution  from  general  revenues  for  those 
participating  in  the  "part  B"  voluntary  supplemental  insurance 
program. 

Mr.  Myers.  That  is  correct.  I  believe  the  figure  in  there  is  some- 
thing like  $25  million  for  the  fiscal  year,  whereas  this  figure  of  $50 
million  is  for  a  calendar  year,  and  half  of  it  would  be  for  the  fiscal  year. 

Mr.  Byrnes.  Mr.  Chairman,  the  staff  of  the  Joint  Committee  has 
prepared  some  tables  with  respect  to  the  tax  rate  and  the  tax  base, 
under  present  law  and  under  the  administration's  proposal;  I  would 
ask  that  they  be  inserted  in  the  record  at  this  point. 

Mr.  Herlong  (presiding).  Without  objection,  they  will  be  inserted. 
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(The  tables  referred  to  follow :) 


Table  1. —  Tax  rate,  tax  base,  and  tax  amount  applicable  to  employers  and  employees 
{each)  under  present  law  and  under  H.R.  5710,  old-age,  survivors,  and  disability 
insurance  program,  1967-87  and  after 


Tax  per  employee  with  base  wage  under 

Tax  rate  employer 

H.R.  5710  1 

and  employee 

Tax 

oase 

(each)  (percent) 

Y  ar 

Amount  of  tax 

Increase  under 

H.R 

5710 

Unde  r 

Under 

Under 

Under 

Under 

Under 

Over 

Over 

present 

H.R. 

present 

H.R. 

perse  nt 

H.R. 

present 

1967 

law 

5710 

law 

5710 

law 

5710 

law 

1967  

3.90 

3.90 

$6,600 

$6,600 

$257. 40 

$257.  40 

1968  

3.90 

3.90 

6,600 

7,  800 

257.40 

304.  20 

$46.80 

$46.  80 

1969-70  

4.40 

4.50 

6,600 

7,800 

290.40 

351.00 

60.  60 

93.60 

1971-72  

4.40 

4.50 

6,600 

9,  000 

290.40 

405.  00 

114. 60 

147.  60 

1973  

4.85 

5.00 

6, 600 
6,600 

9,000 

320. 10 

450.00 

129.90 

192.60 

1974-75  

4.85 

5.00 

10,800 

320.10 

540.00 

219.90 

282.  60 

1976-79  

4.85 

5.00 

6,  600 

10,800 

320. 10 

540.00 

219.90 

282. 60 

1980-86  

4.85 

5.00 

6,  600 

10,800 

320.10 

540. 00 

219.90 

282. 60 

1987  and  after  

4.85 

5.00 

6,600 

10,800 

320. 10 

540.00 

219.90 

282.  60 

1  Employers  pay  same  amount  on  behalf  of  such  employees. 

Source:  Staff  of  the  Joint  Committee  on  Internal  Revenue  Taxation. 


Table  2. — Tax  rate,  tax  base,  and  tax  amount  applicable  to  self-employed  persons 
under  present  law  and  under  H.R.  5710,  old-age,  survivors,  and  disability  insurance 
■program,  1967-87  and  after 


Tax  rate  (percent) 


Under 
present 


Under 
H.R. 
5710 


Tax  base 


Under 
present 
law 


Under 
H.R. 
5710 


Tax  per  self-employed  with  base  earnings 
under  H.R.  5710 


Amount  of  tax 


Under 
present 
law 


Under 
H.R. 
5710 


Increase  under 
H.R.  5710 


Over 
present 
law 


Over 
1967 


5.9 
5.9 


7,  0 


5.9 
5.9 


7,  0 
7.0 
7,0 
7,  0 
7,  0 


$6,  600 
6,600 
6,  600 
6,600 
6,600 
6,  600 
6,600 
6,600 
6,  600 


$6,  600 
7, 800 
7, 800 
9,000 
9,000 
10,  800 
10,  800 
10,  800 
10,800 


389.40 
435.  60 
435.60 
462.00 
462.00 
462.00 
462.00 
462.00 


$389.40 
460.20 
530.40 
612.00 
630.00 
756.00 
756.00 
756.00 
756.00 


S70.  80 
94.80 
176.  80 
168.00 
294.00 
294.00 
294.00 
294.00 


$70. 80 
141.00 
222.60 
240.60 
366.60 
366.  60 
368.  60 


Source:  Staff  of  the  Joint  Committee  on  Internal  Revenue  Taxation. 
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Table  3. —  Tax  rate,  tax  base,  and  tax  amount  applicable  to  employers,  employees, 
and  self-employed  persons  under  present  law  and  under  H.R.  5710,  basic  hospital 
insurance  program,  1967-87  and  after 


Tax  rate  on 

Tax  on  employer,  employee,  and  self- 

employer, 

employed  (each)  under  H.R.  5710  i 

employee, 

and  self- 

Tax  base- 

Year 

employed 

Amount  of  tax- 

Increase  under 

(each)  under 

H.R.  5710— 

present  law 

and  under 

H.R.  5710 

Under 

Under 

Under 

Under 

Over 

Over 

(percent) 

present 

H.R. 

present 

H.R. 

present 

1967 

law 

5710 

law 

5710 

law 

1967    

0.50 

$6, 600 

$6,600 

$33.00 

$33. 00 

1968  

.50 

6, 600 

7,800 

33.00 

39.00 

$6.00 

$6.00 

1969-70  

.50 

6,600 

7,800 

33.00 

39.00 

6.00 

6.00 

1971-72  

.50 

6, 600 

9,000 

33.00 

45.00 

12.  00 

12.00 

1973  

.55 

6, 600 

9,000 

36.  30 

49.50 

13.  20 

16.  50 

1974-75  

.55 

6, 600 

10,800 

36.30 

59.  40 

23. 10 

26.  40 

1976-79  

.60 

6, 600 

10,800 

39.60 

64.  80 

25.  20 

31. 80 

1980-86  

.70 

6, 600 

10,800 

46.20 

75. 60 

29.40 

42.  60 

1987  and  after  -__ 

.80 

6,600 

10,800 

52.80 

86.  40 

33.  60 

53.  40 

1  For  each  self-employed  person  and  employee  with  earnings  or  wage  equal  to  or  in  excess  of  the  tax  base ; 
employers  pay  same  amount  on  behalf  of  such  employees. 

Source:  Staff  of  the  Joint  Committee  on  Internal  Revenue  Taxation. 


Table  4. — Estimated  aggregate  taxes  on  employers,  employees,  and  self-employed 
persons  under  present  law  and  under  H.R.  5710,  old-age,  survivors,  and  dis- 
ability insurance  program,  1967-70,  1975,  1980,  1985,  and  1990,  and  basic 
hospital  insurance  program,  1967-70,  1975,  1980,  1985,  and  1990 


[In  billions] 


Present  law 

H.R.  5710 

Year 

Old-age 

Basi-c 

Old-age 

Basic 

and 

Disability 

hospital 

Total 

and 

Disability 

hospital 

Total 

survivors 

insurance 

insurance 

survivors 

insurance 

insurance 

insurance 

program 

program 

insurance 

program 

program 

program 

program 

1967  

$23.1 

$2.3 

$3.2 

$28.6 

$23.1 

$2.3 

$3.2 

$28.6 

1968  

23.8 

2.3 

3.4 

29.5 

24.4 

2.9 

3.5 

30.8 

1969  

27.8 

2.4 

3.4 

33.6 

29.1 

3.5 

3.7 

36.3 

1970  

28.9 

2.5 

3.6 

35.0 

30.7 

3.6 

3.8 

38.1 

1975  

'  31.2 

J  2.4 

4.3 

(2) 

136.1 

13.8 

5.2 

(2) 

1980  

133.9 

J  2.6 

5.3 

(?) 

138.4 

i  4.0 

7.7 

(-') 

1985  

i  36. 1 

1  2.8 

7.0 

(2) 

i  40.8 

i  4.3 

9.2 

(2) 

1990  

1  38.  5 

i  3.0 

9.0 

(2) 

143.5 

i  4.6 

12. 1 

(2) 

1  These  are  long-range  estimates  which  assume  level-earnings  trends  in  the  future;  all  other  estimate  s 
assume  increased  earnings  from  year  to  year. 

2  Since  the  constituents  of  these  totals  would  represent  a  mixture  of  estimates  based  on  level  earnings  and 
estimates  based  on  increased  earnings  they  are  not  combined  here. 

Source:  Compiled  by  the  staff  of  the  Joint  Committee  on  Internal  Revenue  Taxation  from  data  supplied 
by  Social  Security  Administration. 
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Table  5. — Combined  tax  rate  on  employer  and  employee  under  present  law  and 
under  H.R.  5710,  old-age,  survivors,  and  disability  insurance  program  and  basic 
hospital  insurance  program,  1967-87  and  after 


[In  percent] 


Vonr 

i  ear 

Combined  tax  rate  on  employer  and  employee 

Old-age,  survivors, 
and  disability  in- 
surance program — 

Basic 

IlUoyilal 
ilioul  ailLc 

program 
under 
present 

law 

and 
under 
H.R. 

5710 

Old-age,  survivors,  and  disability  insur- 
ance program  and  basic  hospital  in- 
surance program- 

Under 
present 
law 

Under 
H.R. 
5710 

Under 
present 
law 

Under 
H.R. 
5710 

Increas 
H.R. 

Over 
present 
law 

e  under 
5710— 

Over 
1967 

1967  

7.8 
7.8 

7.8 
7.8 

1.0 
1.0 

8.8 
8.8 

8.8 
8.8 

1968  

1969-70  

8.8 

9.0 

1.0 

9.8 

10.0 

0.2 

1.2 

1971-72  

8.8 

9.0 

1.0 

9.8 

10.0 

.2 

1.2 

1973  

9.7 

10.0 

1.1 

10.8 

11.1 

.3 

2.3 

1974-75  

9.7 

10.0 

1.1 

10.8 

11.1 

.3 

2.3 

1976-79  

9.7 

10.0 

1.2 

10.9 

11.2 

.3 

2.4 

1980-86  

9.7 

10.0 

1.4 

11.1 

11.4 

2.6 

1987  and  after  

9.7 

10.0 

1.6 

11.3 

11.6 

.3 

2.8 

Source:  Staff  of  the  Joint  Committee  on  Internal  Revenue  Taxation. 


Table  6. — Combined  tax  on  employer  and  employee  1  under  present  law  and  under 
H.R.  5710,  old-age,  survivors,  and  disability  insurance  program  and  basic  hospital 
insurance  program,  1967-87  and  after 


Combined  tax  on  employer  and  employee 


Old-age  survivors 
and  disability  in- 
surance program — 

Basic  hospital  in- 
surance program — 

Old-age  survivors  and  disability  insur- 
ance program  and  basic  hospital  in- 
surance program- 

Year 

Increase  under 

H.R. 

5710— 

Under 

Under 

Under 

Under 

Under 

Under 

present 

H.R. 

present 

H.R. 

present 

H.R. 

law 

5710 

law 

5710 

law 

5710 

Over 

Over 

present 

1967 

law 

1967  

1968  

1969-70  

1971-72  

1973  

1974-75  

1976-79  

1980-86  

1987  and  after  

$514.  80 
514.  80 
580.80 
580.80 
640.  20 
640.20 
640.  20 
640.20 
640.20 

$514.  80 
608.  40 
702.00 
810.00 
900.00 
1,  080.  00 
1,  080.  00 
1,  080.  00 
1,  080.  00 

$66.  00 
66.00 
66.00 
66.00 
72.60 
72.60 
79.  20 
92.  40 

105.60 

$66.00 
78.  00 
78.00 
90.  00 
99.00 
118.  80 
129.60 
151.  20 
172. 80 

$580.  80 
580.  80 
646.  80 
646.80 
712.  80 
712.  80 
719.  40 
732.60 
745.  80 

$580.80 
686.  40 
780.00 
900.  00 
999.  00 
1, 198.  80 
1,  209.  60 
1,  231.  20 
1,  252. 80 

$105.  60 
133.  20 
253.20 
286.20 
486.00 
490.  20 
498.60 
507.00 

$105. 60 
199. 20 
319.  20 
418.  20 
618.  00 
628.  80 
650.40 
672.00 

1  For  employee  with  wage  equal  to  or  in  excess  of  the  tax  base  under  H.R.  5710. 
Source:  Staff  of  the  Joint  Committee  on  Internal  Revenue  Taxation. 
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Mr.  Byrnes.  Now,  just  speaking  with  respect  to  OASDI.  Under 
this  proposal  the  full  increase  in  the  tax  rate  and  the  taxable  base 
recommended  will  be  reached  in  1974,  is  that  correct  ? 

Mr.  Myers.  Yes,  sir. 

Mr.  Byrnes.  Seven  years  from  now. 

Mr.  Myers.  Yes,  sir. 

Mr.  Byrnes.  At  that  point  the  tax  on  an  employer  earning  at  least 
$10,800  annually  will  be,  according  to  this  table,  $540  a  year. 
Mr.  Myers.  Yes,  Mr.  Byrnes. 

Mr.  Byrnes.  Is  it  your  contemplation  that  no  further  change  in  the 
Social  Security  Act  involving  increased  costs  will  be  enacted  between 
now  and  1974? 

Mr.  Ball.  As  far  as  these  proposals  are  concerned,  Mr.  Byrnes, 
they  make  no  assumption  one  way  or  another.  I  am  not  in  any  posi- 
tion to  estimate  that. 

Mr.  Byrnes.  Well,  what  concerns  me — it  has  concerned  me  in  the 
past — is  that  we  don't  give  enough  thought  to  the  impact  of  the  tax 
when  it  is  fully  operational  because  that  is  sometime  in  the  future. 

We  look  only  a  what  is  the  situation,  for  instance,  in  1967  or  1968. 
But  under  this  proposal  we  will  have  preempted  $540  a  year  from  an 
employee  in  this  situation  in  1974  and  from  then  on,  will  we  not  ? 

Mr.  Ball.  Yes,  sir. 

Mr.  Byrnes.  So  any  other  tax  increases  required  by  benefit  changes 
will  be  added  on  top  of  this  $540  a  year.  I  would  like  to  have  you 
prepare  a  table  showing  the  original  tax  that  was  contemplated  and 
the  projections  made  when  the  Social  Security  Act  was  enacted  and 
also  showing  similar  data  relating  to  each  of  the  amendments  that 
have  been  enacted  through  the  years,  including  the  proposal  now  be- 
fore us.  This  will  enable  us  to  compare  the  taxes  originally  intended 
to  be  imposed  on  the  individual  with  what  actually  happened  when 
time  caught  up  with  the  original  projections. 

Mr.  Ball.  Mr.  Byrnes,  I  would  be  very  happy  to  do  that.  Would 
it  be  acceptable  to  you  if  we  enlarged  on  that  a  bit  and  showed  it  also 
in  relation  to  percentage  of  payroll  and  the  burden  on  the  employer  in 
that? 

Mr.  Byrnes.  I  don't  care  what  you  include.   You  can  include  any- 
thing that  will  be  helpful. 
Mr.  Ball.  In  addition. 

Mr.  Byrnes.  You  added  anything  you  wanted  on  your  tables  here, 
and  you  can  send  us  any  additional  information  you  want.  But 
I  Want  the  data  that  I  am  interested  in  and  I  hope  they  are  not  so 
beclouded  with  additions  that  they  are  not  understandable. 

Mr.  Ball.  Yes,  sir. 
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Contribution  and  benefit  bases  and  contribution  rate  schedules  under  legislation 

enacted  1935-65 


Period 


Contribution  and  benefit  base 


Contribution  rate 


Employee- 
employer, 
each 


Self- 
employed 


1935  act: 

1937-39  

1940-42  

1943-45  

1946-48  

1949  and  after  

1939  act: 

1940-12  

1943-45  

1946-48  

1949  and  after  

Legislation  in  the  1940' s: 

1942-49  

1950-51  

1952  and  after  

1950  act: 

1950-53  

1954-59  

1960-64  .  

1965-69  

1970  and  after  

1954  act  same  as  1950  act  except- 

1970-74  

1975  and  after  

1956  act: 

1957-59  

1960-64  

1965-69  

1970-74  

1975  and  after  

1958  act: 


1960-62. 
1963-65. 


1969  and  after. 
1961  act: 


1963-65  

1966-  67  

1968  and  after  

1965  act  (cash  benefits): 
1966  

1967-  68  

1969-72  

1973  and  after  

1965  act  (health  insurance) : 


1967. 


1969-72. 
1973-75. 
1976-79. 


$3,000. 
$3,000. 
$3,000. 
$3,  000. 
$3,000. 


No  change. 

 do  

 do  

—.do  


No  change. 

 do  

 do— .. 


$3,600  (beginning  in  1951). 

—  .do  

 do  

—.do  

 do  


$4,200  (beginning  in  1955). 
 do  


No  change. 

 do  

 do  

 do  

.—.do  


$4,800. 
$4,800. 
$4,800. 
$4,800. 
$4,800. 


No  change . 

 do..—. 

 do  

 do  


1987  and  after. 


$6,600. 
$6,600. 
$6,600- 
$6,600- 

$6,600. 
$6,600. 
$6,600. 
$6,600. 
$6,600. 
$6,600. 
$6,600_ 
$6,600- 


Percent 

Percent 

1.0 

0) 

1.  5 

2.  0 

2.5 

3.0 

1.0 

0) 

2.  0 

2.5 

3.0 

1.0 

(*) 

1.5 

2.0 

1.  5 

2.  25 

2.  0 

3.  0 

2.5 

3.  75 

3.0 

4.  50 

3. 25 

4. 875 

3.5 

5.  25 

4.0 

6.0 

2. 25 

3. 375 

2;  75 

4. 125 

3!  25 

4.  875 

3.75 

5.  625 

4!  25 

6.  375 

2.  5 

3.  75 

3!o 

1.  5 

3.5 

5.  25 

4.0 

6.0 

4.5 

6.  75 

3. 125 

4.7 

3.  625 

5.4 

4.  125 

6.2 

4.625 

6.9 

3.  85 

5.8 

3.90 

5.9 

4.40 

6.6 

4.  85 

7.0 

.35 

.35 

.50 

.50 

.50 

.50 

.50 

.50 

.55 

.55 
.60 

.60 
.70 

.70 

.80 

.80 

No  provision. 
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Con  tribution  rates  and  contribution  rates  actually  in  effect  through  1967,  and  scheduled 

in  present  law  for  the  future 


Period 

Contri- 
bution 

and 
benefit 

base 

$3,000 
3, 000 
3, 600 
3,600 
4, 200 
4, 200 
4,800 
4, 800 
4,800 
i,  800 
6,  600 
6,600 
6,600 
6,600 
6, 600 
6, 600 
6,600 

Employer  and  employee,  each 

Self  employed 

OASDI 

Hospital 
insur- 
ance 

Total 

OASDI 

Hospital 
insur- 
ance 

Total 

1937-49    

Percent 
1 

1.5 

1.5 

2.0 

2.0 

2. 25 

2.5 

3.0 

3. 125 

3.625 

3.85 

3.9 

4.4 

4.85 

4.85 

4.85 

4.85 

Percent 

Percent 
1 

1.5 

1.5 

2.0 

2.0 

2. 25 

2.5 

3.0 

3.125 

3.625 

4.2 

4.4 

4.9 

5.4 

5.45 

5. 55 

5.65 

Percent 

$ 

2.25 

3.0 

3.0 

3.375 

3.75 

4.5 

4.7 

5.4 

5.8 

5.9 

6.6 

7.0 

7.0 

7.0 

7.0 

Percent 

Percent 

0) 

0) 
2.25 
3.0 
3.0 
3. 375 
3.75 
4.5 
4.7 
5.4 
6. 15 
6.4 
7.1 
7. 55 
7.6 
7.7 
7.8 

1950    

1951-53   

1954...   

1955-56   

1957-58    

1959....   .... 

1960-61  

1962 

1963-65  

1966   

1967-68  

1969-72..     

1973-75   

1976-79  

1980-86    

1987  and  after..   

0.35 
.  5 
.5 
.55 
.6 
.7 
.8 

0.35 
.5 
.5 
.55 
.6 
.7 
.8 

1  Self-employed  not  covered  in  this  period. 


Relative  Employee  Social  Security  Costs  Under  1935  Act,  Under  Present 
Law,  and  Under  H.R.  5710 

As  a  percentage  of  total  payroll,  social  insurance  contributions — counting  both 
the  Federal  Social  Security  program  and  the  Unemployment  Insurance  pro- 
gram— do  not  constitute  as  large  a  burden  under  present  law  or  the  President's 
recommendations  as  was  contemplated  when  the  original  Social  Security  Act 
was  passed.  At  that  time,  in  1935,  the  ultimate  employer  tax  rate  in  the  law 
was  3  percent  of  a  $3000  contribution  base  for  old-age  benefits  and  3  percent  on 
total  payroll  for  Unemployment  Insurance.  Since  at  that  time  the  $3000  base 
covered  92  percent  of  total  wages,  the  ultimate  old-age  benefit  tax  represented 
2.8  percent  of  total  payroll.  Thus,  the  total  ultimate  employer  tax  anticipated 
under  the  1935  Act  was  5.8  percent  of  total  payroll,  based  on  earnings  levels 
then  current.  When  the  effects  of  the  corporation  income  tax  (which  was  13% 
percent  in  1935)  are  taken  into  account,  in  1935  the  net  employer  tax  rate 
ultimately  anticipated  for  social  insurance  purposes,  as  a  percent  of  payroll,  was 

5.0  percent. 

The  effective  rate  for  Unemployment  Insurance  over  the  years  has  decreased 
from  the  expected  3  percent  of  total  payroll  to  about  1.3  percent.  Also,  the 
earnings  base  under  the  Social  Security  program  has  not  kept  up  with  rising 
wages,  so  that  the  proportion  of  total  payroll  that  is  subject  to  Social  Security 
contributions  is  smaller  than  was  contemplated  in  1935.  As  a  result  of  these 
two  factors,  even  though  the  contribution  rates  under  the  Social  Security  pro- 
gram (including  both  cash  benefits  and  hospital  benefits)  have  increased  above 
the  3-percent  ultimate  rate  in  the  1935  Act,  the  ultimate  contribution  rate  under 
present  law  (5.65  percent  under  Social  Security)  will  result  in  employers  pay- 
ing 5.9  percent  of  total  payroll  for  both  Social  Security  and  Unemployment 
Insurance  ( measured  in  terms  of  1966  earnings  levels) . 

When  the  Federal  income  tax  on  corporations  is  taken  into  account  the  effect 
of  social  insurance  contributions  on  employers  is  considerably  less  than  this  5.9 
percent  of  total  payroll  would  indicate.  The  tax  on  corporation  income  now 
consists  of  a  22  percent  normal  tax  and  a  26  percent  surtax,  with  the  first  $25,000 
of  taxable  income  being  exempt  from  the  surtax.  The  combined  rates  are  22 
percent  on  the  first  $25,000  of  taxable  income  and  48  percent  on  taxable  income 
in  excess  of  $25,000.  The  average  tax  rate  paid  by  corporations  is  estimated  at 
42y2  percent.    The  ultimate  burden  on  employers  under  present  law  is  about 

3.1  percent  of  total  payroll  when  the  maximum  income  tax  rate  of  48  percent 
is  taken  into  account,  4.6  percent  when  the  minimum  rate  is  taken  into  account, 
and  3.4  percent  when  the  average  rate  is  taken  into  account. 
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Under  H.R.  5710  (which  has  an  ultimate  contribution  rate  of  5.8  percent  for 
Social  Security),  the  comparable  figures  are  6.6  percent  before  taking  the  maxi- 
mum income  tax  rate  into  account  and  3.4  percent  after  doing  so ;  the  figure  is 
5.1  percent  of  total  payroll  when  the  minimum  income  tax  rate  is  taken  into 
account  and  3.8  percent  on  the  basis  of  the  average  income  tax  rate. 

A  table  comparing  the  principal  figures  given  previously  is  as  follows: 


Comparison  of  ultimate  social  insurance  costs  for  social  security  and  unemployment 
insurance,  before  and  after  corporation  income  taxes  applied  at  the  maximum, 
minimum,  and  average  rates,  as  a  percent  of  total  payroll 


Legislation 

Social  insurance  cost 

Before 
income  tax 

After  income  tax 

Maximum 
tax  rate 

Minimum 
tax  rate 

Average 
tax  rate 

1935  act  

5.8 
5.9 
6.6 

5.0 
3.1 
3  4 

5.0 
4.6 
5.1 

5.0 
3.4 
3.8 

Present  law.  _  -   

H.R.  5710  

Mr.  Byrnes.  I  am  putting  no  limitation  on  the  information  you  can 
give  us,  but  I  am  indicating  some  information  that  I  would  particu- 
larly like.  In  fact,  there  are  tax  increases  projected  in  the  hospital 
insurance  tax  up  to  1987,  aren't  there  ? 

Mr.  Ball.  Yes. 

Mr.  Byrnes.  If  we  enact  this  bill  just  as  you  have  proposed  it,  we 
wTon't  reach  the  full  tax  impact  of  the  OASDl-HI  program  until  1987. 

Mr.  Ball.  Yes.  There  are  increases  scheduled  from  1974  to  1987  in 
the  hospital  insurance  rates  from  0.5  to  0.8  percent — relatively  modest 
increases  in  the  hospital  insurance  rates. 

Mr.  Byrnes.  Also  I  think  we  should  point  out  that  in  the  next  7 
years  there  is  going  to  be  an  increase  in  social  security  taxes  an  in- 
dividual pays  of  $282.60  on  an  annual  basis.  Is  that  correct  ? 

Mr.  Ball.  That  is  in  relation  to  1974  ? 

Mr.  Byrnes.  1967. 

Mr.  Ball.  I  mean  1967  to  1974  ? 

Mr.  Byrnes.  Yes,  between  what  that  individual  would  pay  today 
and  what  he  will  be  paying  in  1974.  He  will  be  paying  $282.60  a  year 
more  than  he  is  now. 

Mr.  Ball.  Yes.  Your  figure  is  correct  under  our  proposal  for  cash 
benefits  only  for  the  person  paying  at  the  maximum  and  taking  into 
account  both  the  increases  now  scheduled  and  the  ones  we  propose. 
I  wasn't  clear  whether  you  were  including  that  1987  addition. 

Mr.  Byrnes.  No ;  I  am  not  going  to  1987,  but  if  we  wanted  to  take 
1987,  that  individual  will  be  paying  $326  a  year  more  than  he  is  paying 
today. 

Mr.  Ball.  $336  a  year  more  for  1987,  including  health  insurance. 
Mr.  Byrnes.  And  that  assumes  no  other  changes  between  now  and 
1987  in  the  Social  Security  Act  that  would  involve  an  increase  in  costs  ? 
Mr.  Ball.  May  I  just  make  one  modification  ? 

Mr.  Byrnes.  Well,  isn't  that  the  assumption  that  this  is  based  on  ? 

Mr.  Ball.  Except  for  the  fact,  Mr.  Byrnes,  that  as  you  know,  the 
contribution  rates  that  underlie  the  Social  Security  Act  have  built  into 
them  some  liberalizations  in  benefits  as  earnings  go  up. 
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For  example,  if  the  cost  of  living  and  wages  rise  without  any  change 
in  these  rates,  the  level  of  benefits  could  be  liberalized  by  the  Congress 
to  supply  higher  benefits,  so  I  can't  say  that  it  doesn't  allow  for  any 
change. 

Mr.  Byrnes.  These  costs  that  you  have  projected  in  the  taxes  are  to 
finance  all  of  the  built-in  items,  are  they  not  ? 
Mr.  Ball.  Yes. 

Mr.  Byrnes.  So  this  assumes  that  Congress  will  not  take  any  fur- 
ther action  between  now  and  either  1974,  if  we  use  that  year,  or  1987. 

Mr.  Ball.  My  point  is  that  if  earnings  rise,  as  one  would  expect 
them  to,  and  the  Congress  took  no  action  at  all  to  increase  benefits,  then 
the  system  would  be  overfinanced  These  contribution  rates  assume 
that  as  the  cost  of  living  and  earnings  go  up  the  Congress  will  make 
some  liberalizations  in  the  program,  so  that  these  rates,  because  they 
are  based  on  level  earnings,  actually  assume  a  liberalization  of  the 
program. 

Mr.  Byrnes.  Mr.  Myers,  we  have  high  cost,  low  cost,  and  average 
cost  estimates,  don't  we  ? 

Mr.  Myers.  Yes,  Mr.  Byrnes. 

Mr.  Byrnes.  And  in  calculating  the  required  tax  revenues  we  base 
our  estimates  on  a  reasonable  middle  ground,  don't  we  ? 
Mr.  Myers.  Yes. 

Mr.  Byrnes.  And  that  takes  into  consideration  some  increase, 
doesn't  it,  in  the  standard  of  living  and  in  the  cost  of  living  ? 

Mr.  Myers.  Mr.  Byrnes,  the  cost  estimates  for  the  OASDI  part  of 
the  system  are  based,  as  they  have  always  been,  on  the  assumption 
that  earnings  will  remain  level  at  whatever  the  existing  level  is  when 
the  cost  estimates  were  made.  The  current  cost  estimates  are  based  on 
1966  earnings  levels. 

The  previous  ones,  which  were  the  underlying  basis  for  the  1965 
amendments,  were-  based  on  1963  earnings  levels. 

Now,  in  the  hospital  insurance  program  in  order  to  be  fiscally  con- 
servative, we  assumed — after  long  discussion  with  the  committee — that 
the  assumption  as  to  earnings  would  be  that  they  would  increase  in 
about  the  same  manner  as  would  hospital  costs. 

Mr.  Byrnes.  I  see  the  point  you  are  trying  to  make.  As  the  cost 
of  living  rises  up  you  have  a  built-in  increase  or  "escalator,"  on  the 
receipts  side,  but  not  on  the  benefit  side  ? 

Mr.  Ball.  Yes. 

Mr.  Byrnes.  And  that  is  why  I  have  proposed  enacting  an  "escala- 
tor provision"  for  the  benefit  side  so,  that  benefits  automaticallv  keep 
pace  with  living  costs.  That  would  avoid  the  problem  we  have  had  in 
recent  years  where  we  recognize  the  desirability  of  benefit  increases, 
but  make  our  older  people  wait  until  Congress  and  the  administra- 
tion— no  matter  which  administration  is  in  power — finish  politicing. 

Mr.  Ball.  My  point  was  simply  that  these  contribution  rates  do 
contemplate  increases  as  earnings  go  ur>.  The  only  additional  point  is 
that  you  would  have  to  raise  the  earnings  base  from  time  to  time  in 
the  future  or,  as  you  can  see,  you  would  soon  run  out  of  

Mr.  Byrnes.  Mr.  Ball,  if  we  enact  any  future  changes — other  than 
adjusting  benefit  levels  to  cost-of-living  increases—that  result  in  addi- 
tional costs,  an  increase  will  be  required  in  the  proiected  taxes  that  in- 
dividuals will  have  to  pay  under  this  proposal  in  1974  ? 
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Mr.  Ball.  I  believe  the  way  it  works  out,  Mr.  Byrnes,  is  that  the 
increases  as  earnings  rose  could  be  somewhat  more  than  the  cost  of 
living — not  as  much,  of  course,  as  to  keep  full  pace  with  earnings 
levels,  but  somewhat  more  than  the  increase  in  the  cost  of  living. 

Mr.  Byrnes.  But  I  think  it  is  well  that  the  committee  in  dealing 
with  the  benefit  side  also  focus  on  the  social  and  economic  consequences 
to  the  individual  resulting  from  the  tax  burden  involved.  Just  look- 
ing at  the  benefit  side  is  fine  from  the  standpoint  of  certain  people. 
But  in  evaluating  the  impact  of  the  program  on  society  as  a  whole,  we 
have  to  look  at  the  burden  of  taxation  that  is  involved — not  just  the 
burden  of  taxation  in  1967,  but  the  burden  that  you  are  proposing  for 
1974. 

Mr.  Ball.  We  agree  with  you  completely. 

Mr.  Byrnes.  We  are  preempting  earnings  of  our  people  by  the  ac- 
tion you  propose,  earnings  of  those  people  who  will  be  working  in 
1974,  1975,  and  further,  in  the  future.  I  think  we  have  to  take  these 
factors  into  consideration  as  we  look  at  this  proposal. 

I  would  also  like  Mr.  Myers  to  calculate  the  cost  of  fully  funding 
the  benefits  proposed  in  the  OASDI  program  for  those  people  who 
will  be  on  the  rolls  and  eligible  for  the  benefit  as  of  January  1,  1968. 
Some  of  vour  recommendations  don't  take  effect  until  January  1,  isn't 
that  right? 

Mr.  Ball.  The  retirement  test  change  is  effective  January  1. 

Mr.  Byrnes.  Yes,  so  take  the  people  on  the  benefit  rolls  as  of  J anu- 
ary  1  so  we  can  see  what  the  dollar  value  this  package  of  benefits  is  for 
these  people.  Although  these  people  will  have  ceased  to  make  con- 
tributions, they  are  getting  an  increase  in  benefits.  I  would  like  to  see 
what  that  lump  sum  value  of  the  increase  is. 

Do  you  understand  what  I  am  talking  about  ? 

Mr.  Myers.  Yes.  What  you  are  asking  for,  as  I  understand,  is  the 
lump  sum  that  would  have  to  be  put  up  on  January  1,  1968,  to  rep- 
resent the  additional  benefits  in  the  future  that  will  be  payable  as  a 
result  of  these  amendments  to  people  who  are  then  on  the  benefit  roll. 

Mr.  Byrnes.  Until  they  are  deceased  or  their  dependency  benefits 
run  out. 

Mr.  Myers.  Yes. 

Mr.  Byrnes.  An  actuarial  projection  such  as  you  would  make  if 
we  were  going  to  appropriate  money  and  put  it  aside  to  pay  the  new 
benefits  that  are  being  proposed  by  the  administration. 

Mr.  Myers.  Yes,  sir ;  I  will  be  glad  to  do  that. 

(The  following  information  was  received  by  the  committee:) 

Present  Value  of  Increased  Benefits  Under  H.R.  5710 

H.R.  5710  would  increase  benefit  amounts  for  existing  beneficiaries  by  15% 
across-the-board  and  further  by  providing  for  a  minimum  Primary  Insurance 
Amount  of  $70.  Further  increases  in  benefit  outgo  would  arise  from  other 
provisions  such  as  providing  monthly  benefits  for  disabled  widows,  liberalizing 
the  earnings  test,  etc.  This  memorandum  will  present  an  estimate  of  the  present 
value  of  these  increased  benefits,  computed  as  of  January  1,  1968.  An  interest 
rate  of  3%%  is  used  in  these  computations,  and  the  same  general  methodology 
is  followed  as  in  Actuarial  Study  No.  51. 

It  should  be  noted  that  the  increased  benefit  amounts  of  those  then  on  the 
roll  are  traced  forward  in  the  future  for  all  periods  of  continuous  benefit  receipt, 
regardless  of  whether  a  change  in  the  beneficiary  category  is  involved.  For 
example,  the  present  value  of  the  benefits  payable  to  a  wife  aged  62  or  over  on 
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the  rolls  on  January  1,  1968  also  include  the  benefits  that  she  may  receive 
at  some  time  in  the  future  as  a  widow  if  her  husband  predeceases  her. 

The  aggregate  present  value  of  the  increased  benefits  for  present  beneficiaries 
on  the  roll  on  January  1,  1968  and  of  the  benefits  for  the  additional  new 
beneficiary  categories  on  the  roll  at  that  time  is  estimated  at  $35.1  billion. 

Mr.  Byrnes.  I  had  some  questions  for  Mr.  Surrey  on  this  tax  pro- 
posal. 

Mr.  Cohen.  He  will  be  here  tomorrow. 

Mr.  Byrnes.  All  right.  Even  though  the  first  pages  of  your  state- 
ment did  deal  with  the  tax  treatment,  Mr.  Secretary,  I  think  you 
would  rather  that  we  address  those  questions  to  the  Treasury. 

To  w7hat  extent  has  there  been  any  consultation  with  the  Treasury 
Department  on  the  impact  of  the  social  security  taxes  that  are  cur- 
rently assessed  and  the  increases  in  rate  and  base  that  are  proposed. 

Do  they  get  into  this  picture  at  all  in  evaluating  the  overall  burden 
of  taxation  that  we  are  imposing  on  the  people  ? 

Secretary  Gardner.  Mr.  Byrnes,  the  interest  of  the  Council  of  Eco- 
nomic Advisers  and  the  Treasury  became  apparent  very  early  in  our 
examination  of  these  proposals  and  we  met  continuously  on  this  sub- 
ject and  they  were  a  very  vigorous  part  of  the  conversations. 

Their  interests  were  very  much  considered  and  they  weighed  very 
carefully  the  tax  impact  of  these  proposals  and  the  relation  to  normal 
taxes  and  the  like. 

Mr.  Byrnes.  What  do  they  figure  is  the  limit  on  how  much  you  can 
put  on  payrolls  as  a  tax?  We  are  talking  about  a  regressive  tax  as 
regression  is  normally  defined.  There  are  no  exemptions.  The  tax 
is  imposed  on  the  first  dollar  earned. 

Is  anyone  giving  any  thought  to  the  amount  of  payroll  taxes  that 
can  be  imposed  on  individuals,  recognizing  that  they  are  also  paying 
income  taxes  ? 

Secretary  Gardner.  We  have  given  very  serious  thought  to  it.  I 
would  like  to  have  Bob  Ball  comment,  but  first  let  me  say  that  re- 
gressivity  appears  most  sharply  when  you  consider  it  only  as  a  tax 
and  not  as  a  total  system,  and  this  is  a  point  that  we  feel  rather 
strongly  about. 

Mr.  Ball.  Mr.  Byrnes,  I  would  like  to  make,  if  I  may,  several 
points  in  relation  to  this  matter  of  the  burden  of  the  tax. 

First,  from  the  standpoint  of  employers  and  the  burden  on  the 
payroll  

Mr.  Byrnes.  I  was  going  to  get  to  the  tendency  of  further  increases 
to  discourage  employers  from  hiring  new  people,  because  for  every 
employee  hired  at  $10,800  after  1973  a  tax  of  $540  automatically 
applies. 

Mr.  Ball.  Because  of  our  concern,  too,  with  this  point,  we  did 
some  analytical  work  on  the  relationship  of  social  insurance  taxes 
on  employers'  payrolls  as  compared  with  what  was  originally  con- 
templated, for  example,  under  the  program,  and  one  of  the  things 
that  emerged  from  that  is  that,  first  of  all,  this  is  a  business  expense 
and  consequently  for  employers  who  are  paying  corporation  income 
tax  at  the  maximum  rate — and  the  great  bulk  of  the  earnings  sub- 
ject to  social  security  taxes  are  paid  by  employees  who  pay  at  that 
rate — you  have  first  of  all,  roughly  a  cutting  in  half  of  the  employer 
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tax  in  terms  of  an  additional  burden,  since  it  is  offset  against  the 
corporation  income  tax. 

Mr.  Byrnes.  That  is,  if  he  is  making  a  profit. 

Mr.  Ball.  Yes ;  if  he  is  making  a  profit. 

Mr.  Byrnes.  A  small  businessman  just  starting  out  has  to  think 
of  the  entire  amount  as  a  cost,  doesn't  he  ? 
Mr.  Ball.  If  he  is  not  making  a  profit  then  this  point  is  not  correct. 
Mr.  Byrnes.  All  right. 

Mr.  Ball.  Originally  in  1935  employers  had  reason  to  expect  that 
they  would  ultimately  be  paying,  for  unemployment  insurance,  3  per- 
cent of  the  total  payroll. 

Mr.  Byrnes.  That  is  another  tax  that  we  have  to  include  in  any 
overall  evaluation  of  the  level  of  payroll  taxation  and  its  consequences. 

Mr.  Ball.  Absolutely. 

Mr.  Byrnes.  I  would  like  to  know  what  your  conclusions  are.  Have 
you  come  to  any  conclusions  or  have  you  just  visited  about  it. 
Mr.  Ball.  No. 

Mr.  Byrnes.  What  are  your  conclusions?  When  Mr.  Ribicoff  was 
Secretary  of  HEW  he  did  some  thinking  about  it,  Mr.  Secretary.  He 
suggested  tolerable  limits  for  social  security  taxes  that  we  have  already 
exceeded. 

Do  you  have  any  target  figures,  or  have  you  abandoned  that  since 
Secretary  Ribicoff  left  the  Department? 

Mr.  Ball.  I  am  not  sure  we  ever  adopted  that  particular  figure  that 
Secretary  Ribicoff  mentioned.  It  seems  to  me  very  difficult  to  say 
exactly  that  

Mr.  Byrnes.  I  am  not  asking  you  for  hairline  precision.  I  would 
like  to  have  some  idea,  though,  whether  you  have  merely  had  general 
discussions  or  have  developed  concrete  data. 

Mr.  Ball.  I  was  trying  to  express  a  thought  on  the  employer  tax, 
Mr.  Byrnes,  and  that  is  I  think  the  burden  should  be  related  to  the 
percentage  of  his  total  payroll  for  these  combined  taxes  of  unemploy- 
ment and  social  security,  and  you  have  to  take  into  account  the  damp- 
ening effect  of  the  ceiling  on  taxable  wages — the  contribution  and 
benefit  base. 

One  shouldn't  look  just  at,  say,  a  5-percent-contribution  rate. 

Mr.  Byrnes.  You  have  to  regard  it  in  terms  of  dollar  amounts 
attributable  to  employees.  You  have  to  focus  on  how  much  it  is  going 
to  cost  an  employer  in  payroll  taxes  to  hire  an  employee. 

Mr.  Ball.  But  as  compared  with  another  situation,  say  in  the 
past  

Mr.  Byrnes.  I  don't  want  to  take  all  morning,  since  the  other  mem- 
bers also  have  questions.  If  you  don't  have  any  conclusions  please  say 
so  and  we  can  move  on  to  the  next  quetion. 

Mr.  Ball.  I  don't  have  a  conclusion  on  an  exact  figure,  Mr.  Byrnes. 

Mr.  Byrnes.  I  told  you  I  didn't  need  an  exact  figure. 

Mr.  Ball.  I  don't  have  a  conclusion  that  it  should  be  an  approxi- 
mate figure.  But  I  do  have  a  conclusion  that  the  burden  on  employers 
as  a  percentage  of  their  payroll  has  not  risen  beyond  the  expectations 
of  1935. 

Mr.  Byrnes.  All  right.  You  don't  feel  this  is  a  problem  so  you  are 
not  worrying  about  it.  What  of  the  employee,  the  worker  with  three  or 
four  kids  just  starting  to  raise  a  family.    He  has  a  wife  and  small  f am- 
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ily,  and  is  starting  to  buy  his  own  home  and  make  related  investments 
in  furniture,  appliances,  and  so  forth.  He  has  to  educate  and  clothe 
his  children,  buy  life  insurance,  and  meet  the  costs  of  his  family's 
medical  and  dental  care.  All  of  these  costs  must  come  out  of  his  after- 
tax earnings. 

Let's  talk  about  him. 

Mr.  Ball.  We  have  a  very  real  concern,  Mr.  Byrnes,  about  the  im- 
pact of  the  contribution  rates.  Our  concern  is  first  that  the  contribu- 
tion rates  not  rise  substantially,  so  that  we  have  in  this  bill  proposed 
really  only  quite  slight  increases  in  the  rates,  because,  as  you  have 
suggested,  increases  in  rates  fall  more  heavily  on  lower  paid  people. 

We  would  much  prefer  to  have  a  somewhat  lower  rate  and  apply 
it  to  higher  earnings. 

Mr.  Byrnes.  You  want  to  graduate  it.   I  understand  that. 

Mr.  Ball.  So  far  as  the  rates  are  concerned — going  above  5  per- 
cent— we  are  very  reluctant  to  have  that  rate  very  much  higher. 

Mr.  Byrnes.  You  think  we  may  have  reached  the  maximum  rate 
as  far  as  the  employee  in  the  $3,600,  $4,000,  $6,000  bracket  is  con- 
cerned ? 

Mr.  Ball.  I  wouldn't  want  to  say  that  we  have  necessarily  reached 
the  highest  amount,  because,  for  instance,  in  railroad  retirement  I 
believe  the  present  law  contemplates  going  up  to  contributions  of 
around  10  percent  of  earnings. 

Now,  personally  I  would  be  reluctant  to  move  the  rate  very  much 
beyond  where  we  are,  but  another  percent  or  two  sometime  I  wouldn't 
say  was  out  of  the  question, 

Mr.  Cohen.  Mr.  Byrnes,  may  I  say  this  about  it?  In  the  discus- 
sions within  the  administration  during  these  past  several  months  in 
formulating  this  legislation,  we  were  concerned  with  the  question 
whether  we  were  reaching  some  point  at  which  the  payroll  tax  burden 
was  such  that  it  might  have  an  adverse  effect  on  the  economy  or  on 
employment. 

As  Mr.  Ball  has  indicated,  it  isn't  a  precise  point  in  time  and 
perhaps  it  may  change.  We  did  explore  during  this  period  of  time 
various  tax  alternatives,  including  exemption  of  certain  amounts  of 
income  from  taxation,  but  these  alternatives  raise  other  problems. 

As  a  result,  the  President  said  in  his  Economic  Report  that  he 
would  appoint  an  advisory  group  to  examine  proposals  for  guarantee- 
ing minimum  incomes.  He  realized  that  in  connection  with  any  fu- 
ture changes  that  involve  the  totality  of  the  system  of  old  age  insur- 
ance, medicare,  unemployment  insurance,  and  public  assistance,  we 
would  be  getting  to  a  point  where  if  we  want  to  meet  the  need  more 
than  we  are  meeting  it  now,  and  if  we  come  to  the  conclusion  that  the 
payroll  taxes  have  reached  the  limit,  then  the  alternative  would  be 
general'  revenue  financing  into  the  social  insurance  system.  Since  this 
would  be  such  a  large  step  to  be  taken,  we  think  we  ought  to  have  a  thor- 
ough review  of  the  programs  and  the  methods  of  financing  them 
because  of  the  very  kind  of  questions  that  you  raise. 

Mr.  Byrnes.  Can  I  derive  some  satisfaction  then  from  the  fact  that 
you  are  starting  to  worry  too? 

Mr.  Cohen.  Yes,  sir. 

Mr.  Byrnes.  Good.   That  is  really  what  I  am  trying  to  ascertain. 
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If  there  is  a  sincere  concern  and  you  are  starting  to  do  some  serious 
thinking  about  the  problem,  I  will  sleep  a  little  better.  One  of  the 
reasons  I  ask  this  is  because  I  notice  that  some  proponents  of  liberal- 
izations in  social  security  benefits  are  recommending  that  we  consider 
providing  some  financing  from  the  general  fund. 

I  think  a  Senator  of  some  prominence  has  been  making  speeches 
lately  recommending  general  revenue  financing. 

Mr.  Cohen.  It  is  for  that  reason  I  think  you  have  to  look  at  the 
issue  very  carefully. 

Mr.  Byrnes.  This  raises  the  question  of  how  the  overall  tax  burden 
is  going  to  be  distributed.  I  don't  think  we  can  ignore  the  income  tax 
burden  in  discussing  this  question. 

Secretary  Gardner.  Mr.  Byrnes,  I  want  to  say  that  we  have  dis- 
cussed this  at  very  great  length,  studied  it  at  great  length  and  Bob 
Ball's  concern  about  it  is  a  great  deal  more  than  he  was  able  to  mani- 
fest when  you  were  trying  to  pin  him  down  to  an  absolute  figure. 

Like  most  good  managers  he  doesn't  want  to  close  any  doors. 

Mr.  Byrnes.  I  have  had  enough  dealings  with  Mr.  Ball  and  Mr. 
Cohen  to  know  that  they  never  close  the  door.  In  fact,  they  are  usual- 
ly trying  to  open  up  cracks  and  pry  the  door  open  bit  by  bit. 

You  don't  have  to  worry  about  them  getting  the  door  closed  and 
locked. 

On  page  2  of  your  statement,  Mr.  Secretary,  you  talk  about  the  in- 
crease of  the  minimum  benefit  from  $14  to  $70  and  you  state  that — 

This  means  that  a  major  share  of  the  benefit  increase  would  go  to  the  5  million 
aged  beneficiaries  who  are  now  living  in  poverty. 

What  is  the  income  and  resource  criteria  that  you  use  for  the  basis 
of  this  statement  ? 

Mr.  Cohen.  It  is  approximately  $1,500  for  a  single  person  and  with 
adjustments  for  different  size  families. 

Mr.  Byrnes.  Well,  most  of  these  people  are  68  years  old,  aren't 
they  ?  Half  of  them  are  over  72  I  gather. 

Mr.  Ball.  Yes. 

Mr.  Byrnes.  So  you  are  not  concerned  with  very  many  dependents, 
are  you  ? 
Mr.  Ball.  No. 

Mr.  Cohen.  But  our  poverty  level  is  built  up  for  different  size 
families  of  different  ages.  For  the  aged  it  is  about  $1,500  for  a  single 
person  and  $1,900  for  a  couple,  and  then  adjusted  for  different  types 
of  families. 

Mr.  Byrnes.  Don't  a  large  number  of  these  5  million  aged  draw  old- 
age  assistance  in  addition  to  the  social  security  ? 

Mr.  Cohen.  A  little  more  that  1  million  is  the  figure,  Mr.  Byrnes. 

Mr.  Byrnes.  Only  1  million  of  these  5  million  people  draw  public 
assistance  along  with  their  social  security  ? 

Mr.  Ball.  Yes,  sir,  approximately. 

Mr.  Byrnes.  In  other  words,  your  poverty  level  is  substantially 
higher  than  the  criteria  generally  used  in  determining  eligibility  for 
old  age  assistance  ? 

Mr.  Cohen.  Yes. 

Mr.  Byrnes.  What  is  the  average  income  level  at  which  individuals 
are  no  longer  eligible  for  old-age  assistance  ? 
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Mr.  Cohen.  I  would  say  it  is  at  least  somewhere  between  $75  and 
$85  a  month,  and  that  comes  into  play  when  we  deal  with  public  as- 
sistance, so  I  might  put  a  table  in  the  record  right  at  this  point,  Mr. 
Byrnes,  which  shows  what  all  the  States  do  in  old  age  assistance. 

(The  table  referred  to  follows :) 


Old-age  assistance — Percent  that  amount  paid  for  basic  needs  for  an  aged  woman 
represents  of  total  monthly  cost  standard  for  basic  needs  of  such  recipient,  by  State, 
January  1967  1 


State 


Alabama  

Alaska  

Arizona  

Ark ansa  

California  

Colorado  =.. 

Connecticut  

Delaware  

District  of  Columbia. 

Florida  

Georgia  

Hawaii  

Idaho  

Illinois  

Indiana  

Iowa  


Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts.  _. 

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire- 
New  Jersey  

New  Mexico  

New  York  

North  Carolina.. 
North  Dakota.  — 

Ohio  

Oklahoma  

Oregon  

Pennsylvania  

Puerto  Rico  

Rhode  Island  

South  Carolina.. 
South  Dakota _._ 

Tennessee  

Texas  

Utah  

Vermont  

Virgin  Islands  .. 

Virginia  

Washington  

West  Virginia. . . 

Wisconsin  

Wyoming  


Total 
monthly  cost 
standard  for 
basic  needs  2 


(1) 


$132. 
221. 
100. 

83. 
151. 
114. 
117. 
107. 

87. 
111. 

84. 
105. 
110. 

86. 
125. 

97. 
100. 

84. 
123. 

96. 

83. 
126. 
108. 

99. 

90. 

97. 
109. 
116. 
138. 
101. 
111. 

97. 
125. 

94. 
118. 
100. 
115. 

97. 

98. 

29. 

98. 

70. 
122. 

92. 

82. 

86. 
121. 

44. 
105. 
132. 

110. 
106. 
132. 


Amount  paid  for  basic  needs  under  State 
program  is  lowest  of— 

Maximum 
on  money 
payment  3 

(2) 

Amount  paid 
under  reduc- 
tion formula 

(3) 

Amount  of 
cost  standard 
for  basic 
needs 

(4) 

$82.00 
110.00 
85.00 

(3) 
(3) 
(3) 

$83.  00 
151.00 
114.00 
117.  45 

100.00 

87.20 

75.00 
75.00 

105.  75 
110.05 
86.85 

80.  00 

$89.  24 

ioo."3o" 

84. 00 

89.00 

(3) 
(3) 

96  00 
83.  50 
126.  87 
108.00 
99.04 

50.00 
75.  00 

109.  50 

110.  00 

138.  75 
101.  50 
111.70 

97.  50 
125.  30 

94.  00 
118.  00 
100.00 
115.  00 

97.  25 

98.  20 

(3) 

(3) 

13.  47 

98.  40 
70.  75 
•    122. 00 

(3) 

90.00 

(3) 

86.00 

82.00 

121.  55 
44. 00 
105. 00 
132.  30 

(3) 
(3) 

94. 01 

106. 05 

100.00 

Percent 
amount  paid 
represents 
of  cost 
standards  for 
basic  needs 


1  Includes  data  for  53  States  and  other  jurisdictions;  data  not  available  for  Guam. 

2  The  specified  type  of  recipient  is  assumed  to  be  living  alone  in  rented  quarters  and  to  need  amounts  for 
rent  and  utilities  that  are  at  least  as  large  as  the  maximum  amounts  allowed  by  the  States  for  these  items. 
The  recipient  is  also  assumed  to  have  no  income  other  than  assistance. 

3  In  11  States  money  payment  maximums  were  higher  than  the  amount  of  the  cost  standard  for  basic 
needs  or  the  amount  paid  under  a  reduction  formula.  These  States  and  their  maximums  were:  Arkansas, 
$85;  California,  $180;  Colorado,  $119;  Maine,  $115;  Maryland,  $237;  New  Hampshire,  $104;  Oklahoma,  $120; 
South  Carolina,  $75;  Texas,  $100;  Washington,  $325;  and  West  Virginia,  $165. 
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Mr.  Byrnes.  Approximately  $900  or  $1,000  in  annual  income  ? 

Mr.  Cohen.  Yes,  sir.  Your  point  is  well  taken.  The  States'  stand- 
ards and  payments  are  less  than  the  so-called  poverty  standard. 

Mr.  Byrnes.  Of  these  5  million  you  define  as  poor,  1  million  are 
also  receiving  old  age  assistance  ? 

Mr.  Ball.  A  little  more  than  1  million.  These  are  only  social  secu- 
rity beneficiaries,  you  know,  Mr.  Byrnes.  There  are  about  2,100,000  old 
age  assistance  recipients  altogether. 

Mr.  Byrnes.  I  understand  that.  What  you  are  saying  is  that  4 
million  of  these  aged  social  security  recipients  you  define  as  poor  aren't 
on  old  age  assistance  ? 

Mr.  Ball.  About  4  million  are  not. 

Mr.  Byrnes.  Are  not  on  old  age  assistance. 

Mr.  Ball.  That  is  correct. 

Mr.  Byrnes.  Which  means  that  these  4  million  people  have  income 
between  $1,000  and  $1,500  ? 

Mr.  Ball.  I  think,  Mr.  Byrnes,  we  should  point  out  the  great  varia- 
tion in  the  State  standards.  I  think  that  is  part  of  the  problem. 
Some  of  the  States  are  at  the  poverty  level,  but  others  are  way  below. 

Secretary  Gardner.  But  you  are  right,  Mr.  Byrnes. 

Mr.  Byrnes.  You  have  4  million  that  have  income  above  the  eligi- 
bility standards  for  old  age  assistance. 

Secretary  Gardner.  But  they  are  still  below  the  poverty  level. 

Mr.  Byrnes.  And  whose  income  is  under  $1,500  ? 

Secretary  Gardner.  Yes. 

Mr.  Cohen.  That  is  right. 

Mr.  Byrnes.  I  was  pleased  to  see  that  after  all  these  years  of  oppos- 
ing our  attempts  within  the  committee  to  do  something  for  individuals 
who  were  born  too  soon  to  earn  social  security  coverage,  the  adminis- 
tration is  going  along  with  our  attempts  to  give  them  at  least  some 
benefits  under  the  social  security  system. 

You  opposed  the  provisions  we  enacted  last  year  to  help  these  peo- 
ple. Now  I  understand  you  are  liberalizing  them  ? 

What  does  the  liberalization  involve  ?  I  don't  think  you  went  into 
the  details  of  that,  Bob. 

Mr.  Cohen.  The  liberalization  is  the  increase  in  the  monthly  dollar 
amount  from  $35  to  $50. 

Mr.  Byrnes.  Is  there  any  liberalization  in  the  eligibility  require- 
ments ? 

Mr.  Cohen.  No,  but  the  effect  of  raising  the  amount  for  the  people 
who  are  uninsured  is  to  make  more  people  eligible,  because  people  who 
receive  old  age  assistance  payments  between  $35  and  $50  will  leave  the 
old  age  assistance  rolls  to  get  the  special  $50  payment. 

Mr.  Byrnes.  I  understand  that. 

Mr.  Cohen.  And  that  is  why  more  people  become  eligible.  In  other 
words,  the  higher  you  make  the  amount,  the  more  people  are  likely  to 
draw  it  because  they  were  getting  a  lesser  amount  from  old  age  as- 
sistance. 

Mr.  Byrnes.  Well,  didn't  these  people  automatically  come  in  to  get 
their  checks  ?  You  mean  to  tell  me  that  some  of  these  72-year-old  in- 
dividuals we  made  eligible  didn't  apply  because  they  were  getting  an 
old  age  assistance  check  that  was  equivalent  to  their  social  security  en- 
titlement ? 
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Mr.  Cohen.  More  than  that.  The  provision  as  enacted  by  the  con- 
ference committee  provided  that  you  couldn't  draw  this  check  if  you 
were  drawing  old  age  assistance.  An  individual  who  was  receiving 
less  than  this  amount  in  assistance  would  drop  old  age  assistance  and 
come  on  to  this  new  benefit.  You  see  the  point. 

Mr.  Byrnes.  Yes. 

Mr.  Cohen.  That  is  why,  as  the  amount  of  the  special  benefit  is  in- 
creased, there  will  be  more  people,  who  will  be  better  off  leaving  public 
assistance. 

Mr.  Byrnes.  But  there  is  no  change  here  in  the  eligibility  rules  ? 
Mr.  Cohen.  No,  sir. 

Mr.  Byrnes.  Fine.  Mr.  Ball,  yesterday  you  emphasized  the  bene- 
fits you  are  going  to  provide  workers  subject  to  the  considerably  higher 
wage  base  you  propose.  You  are  going  to  give  them  a  considerable 
increase  in  benefit  by  reason  of  raising  their  base. 

When  will  it  be,  what  point  in  time,  when  any  of  these  people  will 
have  their  benefit  increased  by  70  percent  as  a  result  of  this  bill  ?  That 
was  the  figure  that  you  constantly  used  yesterday. 

Mr.  Ball.  Up  to  70  percent. 

Mr.  Byrnes.  You  emphasized  that  people  are  going  to  have  a  70 
percent  benefit  increase,  a  substantial  part  of  it  arising  from  the  high- 
er average  wages  they  will  have  been  paying  taxes  on  during  their 
working  years.  What  will  be  the  first  date  that  anybody  will  qualify 
for  a  70-percent  increase  ? 

Mr.  Ball.  Mr.  Byrnes,  this  operates  differently  depending  on  which 
risk  we  are  speaking  of.  As  far  as  survivorship  protection  is  con- 
cerned a  young  man  starting  out  in  the  program  in  1974  when  this  base 
first  goes  into  effect  and  earning  at  that  level  would  very  quickly  get 
protection  that  would  be  based  on  the  $10,800. 

Mr.  Byrnes.  How  long  ?  He  starts  in  1974. 

Mr.  Ball.  That  would  be  2  years  after  he  started  paying  on  that 
amount,  as  far  as  survivors  insurance  is  concerned,  you  see,  because 
his  only  earnings  are  at  $10,800.  He  is  paying  at  that  high  amount  and 
he  immediately  gets  full  survivorship  protection  at  that  point. 

Mr.  Byrnes.  Will  that  be  a  70-percent  increase  ? 

Mr.  Ball.  Over  present  law,  yes,  sir,  because  he  would  only  be  pay- 
ing on  $6,600  under  present  law. 

Mr.  Byrnes.  In  1976  you  will  have  some  people  that  will  have  a 
70-percent  increase  in  their  benefits. 

Mr.  Ball.  Yes,  sir ;  for  the  survivorship  part,  yes. 

Mr.  Byrnes.  All  right.  Let's  get  into  the  primary  beneficiary  and 
the  maximum  benefit, 

Mr.  Ball.  On  disability  it  would  take  2  years  at  $10,800,  but  the 
man  would  have  had  to  be  paying  in  for  at  least  5  years  to  be  eligible 
for  disability  benefits.  That  would  be  a  young  man  starting  out,  say, 
in  1971  and  starting  to  pay  on  the  $10,800  amount  in  1974. 

Mr.  Byrnes.  In  1979  disability  benefits  70  percent  higher  than  those 
payable  under  present  law  will  be  payable  to  some  people. 

Mr.  Ball.  In  1976. 

Mr.  Byrnes.  On  disability. 

Mr.  Ball.  Of  course  the  higher  contributions  don't  go  into  effect 
until  1974.  That  is  when  he  starts  to  pay  into  
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Mr.  Byrnes.  He  is  going  to  be  paying  higher  taxes  in  1968  because 
that  is  when  you  begin  increasing  the  wage  base.  You  propose  to  in- 
crease the  wage  base  from  $6,600  to  $7,800.  That  increases  the  covered 
workers  taxes. 

Mr.  Ball.  If  you  were  getting  at  that  point,  the  comparable  situa- 
tion is  that  he  would  immediately  within  2  years — a  young  man  start- 
ing out — get  survivor  protection  based  on  the  $7,800  since  that  is  what 
he  would  be  paying  on  in  1968  and  1969.  Then  he  would  be  getting 
protection,  a  young  man  starting  out  at  1971,  on  $9,000.  Two  years 
after  the  particular  base  goes  into  effect  a  person  starting  at  that  time 
would  get  that  level  of  protection  for  survivors. 

Mr.  Byrnes.  Isn't  that  going  to  be  averaged  in  ? 

Mr.  Ball.  I  am  talking  about  a  young  man  starting  out  and  pay- 
ing at  this  amount  from  the  beginning.  He  doesn't  have  any  earnings 
before. 

Mr.  Byrnes.  Right. 

Mr.  Ball.  This  is  the  extreme  case. 

Mr.  Byrnes.  Go  ahead. 

Mr.  Ball.  As  far  as  a  person  contributing  toward  his  retirement 
benefits  is  concerned,  only  the  young  person  starting  out  and  paying  on 
the  maximum  amount  over  a  very  considerable  period  of  time  could 
reach  the  maximum  benefits  and  to  reach  the  absolute  maximum  would 
take  nearly  40  years. 

Mr. Byrnes.  What?  About  40  years  ? 

Mr.  Ball.  Yes,  but,  Mr.  Byrnes,  the  middle-age  person  or  the  per- 
son already  old  who  will  pay  on  that  higher  amount,  as  you  would 
guess,  gets  very  substantial  increases,  too. 

Mr.  Byrnes.  I  don't  want  people  who  listened  to  your  testimony 
yesterday  to  be  confused  as  to  when  benefit  increases  of  70  percent 
may  be  payable.  They  were  going  to  get  a  real  advantage  out  of 
this  additional  tax  they  are  going  to  be  paying  due  to  the  wage  base 
increase  from  $6,600  to  $10,800. 

Mr.  Ball.  That  is  certainly  true. 

Mr.  Byrnes.  They  were  going  to  get  a  70-percent  increase  in  their 
benefit.  I  just  want  to  alert  them  to  the  lag  between  the  base  increase 
and  any  70-percent  benefit  increase.  As  far  as  the  individual  bene- 
ficiary is  concerned  he  will  be  the  person  retiring  in  about  2007. 

Mr.  Ball.  That  is  a  young  person  paying  in  the  whole  time  for 
retirement  benefits. 

Mr.  Byrnes.  That  is  what  I  am  talking  about ;  yes. 

Mr.  Ball.  The  man  50,  say,  today,  Mr.  Byrnes,  and  who  would 
start  in  1974  to  pay  on  that  higher  amount,  since  he  wouldn't  have 
paid  as  long,  what  he  would  get  would  be  a  $215  benefit  as  compared 
with  $154  under  present  law. 

Mr.  Byrnes.  He  is  not  going  to  get  a  70-percent  increase,  is  he? 

Mr.  Ball.  No,  sir.   He  doesn't  pay  that  long.   About  40  percent. 

Mr.  Byrnes.  That  is  right.  I  just  wanted  to  make  this  clear.  We 
have  to  be  careful  to  avoid  misleading  people  into  thinking  they  are 
going  to  be  receiving  benefits  that  are  never  going  to  be  paid. 

Mr.  Ball.  I  certainly  agree  with  that. 

Mr.  Byrnes.  We  don't  want  people  earning  $10,000  to  read  your 
testimony,  Mr.  Ball,  and  anticipate  a  70-percent  increase  in  their 
benefits.   I  think  they  ought  to  be  advised  that  you  are  referring  to 
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a  young  man  or  woman  who  starts  working  in  1974  at  $10,800  and 
works  for  40  years  before  retiring  at  age  65. 
Mr.  Ball.  Sure. 

Mr.  Byrnes.  So  we  are  talking  about  a  70-percent  increase  as  far 
as  these  people  are  concerned  beyond  the  year  2000. 

Then  an  individual  might  start  receiving  the  70-percent  increase. 

Mr.  Ball.  As  you  know,  the  increases  are  very  substantial  for 
people  in  the  intervening  years  if  they  pay  on  those  higher  amounts. 

Mr.  Byrnes.  We  today,  Mr.  Ball,  weight  our  benefits  in  terms  of 
the  ratio  of  what  the  individual  pays  in  compared  to  what  the  benefit 
is  at  that  wage  level.  We  weight  those  benuefits  more  heavily  in  the 
lower  level,  don't  we  ? 

Mr.  Ball.  Yes,  sir. 

Mr.  Byrnes.  And  that  weighting  is  going  to  continue,  isn't  it? 
Mr.  Ball.  Yes,  sir. 

Mr.  Byrnes.  And  that  weighting  will  become  more  aggravated  as 
you  get  into  an  increase  in  the  base  that  goes  up  to  $10,800? 

Mr.  Ball.  I  am  not  sure  that  I  would  say  that  the  weighting  was 
aggravated  by  an  increase  in  the  maximum  earnings  base,  Mr.  Byrnes. 
The  percentage  replacement  is  a  little  bit  more  actually  under  our  pro- 
posal for  the  one  at  $10,800  than  it  is  for  the  one  at  $6,600  under  pres- 
ent law. 

On  the  other  hand,  the  replacement  at  the  lower  level  is  somewhat 
more,  too.   It  may  be  slightly  more  weighted  but  not  significantly. 

Mr.  Byrnes.  When  you  refer  in  your  table  to  replacement  of  pre- 
retirement earnings  for  a  couple  aged  65,  you  are  talking  about 
replacement  of  that  part  of  their  earnings  that  is  within  the  taxable 
wage  base  ? 

Mr.  Ball.  That  is  true,  yes. 

Mr.  Byrnes.  In  other  words,  you  are  not  talking  about  the  percent- 
age of  replacement  for  someone  who  may  have  been  earning  $12,000  ? 
Mr.  Ball.  No. 

Mr.  Byrnes.  It  is  replacement  for  the  individual  who  was  earning 
no  more  than  Si  0,800. 
Mr.  Ball.  Yes,  sir. 

Mr.  Byrnes.  Your  table  shows  that  replacement  at  average  monthly 
earnings  of  $900 — the  $10,800  wage  base — is  42  percent. 
Mr.  Ball.  Yes,  sir ;  for  the  couple. 

Mr.  Byrnes.  That  is  after  the  enactment  of  this  bill  

Mr.  Ball.  Yes,  sir. 

Mr.  Byrnes  (continuing) .  You  would  have  it.  Yet  everyone  below 
$550  receives  a  greater  percentage  of  wage  replacement.  I  wonder 
where  the  insurance  aspect  of  this  program  is  when  individuals  paying 
the  same  premium  rate  receive  a  lower  benefit  ratio  for  the  additional 
dollars  that  they  are  requesting  to  pay  in  ? 

Do  you  understand  what  I  am  talking  about  ? 

Mr.  Ball.  Yes. 

The  Chairman.  Pardon  me  just  a  moment.  Mr.  Secretary,  I  under- 
stand you  have  an  appointment  that  you  must  meet. 
Secretary  Gardner.  Yes,  sir. 

The  Chairman.  We  will  excuse  you  now  if  you  will  be  back  at  2 
o'clock,  sir. 

Secretary  Gardner.  Yes,  sir. 
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The  Chairman.  Go  ahead,  Mr.  Ball. 

Mr.  Ball.  Mr.  Byrnes,  as  you  were  suggesting  earlier,  the  structure 
of  present  law  as  well  as  the  proposal  is  such  that  a  higher  replacement 
of  past  earnings  is  provided  at  the  lower  end  of  the  scale.  It  just  grad- 
uates right  up  and  the  proposal  keeps  that  principle. 

Mr.  Byrxes.  That  means  that  the  person  has  earnings  in  excess  of 
your  present  ceiling  of  $6,600,  will  now  be  entitled  to  a  smaller  wage 
replacement  on  the  additional  dollars — up  to  $10,800 — subject  to  tax. 

As  you  change  the  law  or  as  the  individual  moves  into  a  higher 
bracket  and  has  higher  earnings,  his  taxes  goes  up ;  he  automatically 
then  pays  more  dollars  than  he  was  paying  before,  doesn't  he  ? 

Mr.  Ball.  Yes. 

Mr.  Byrxes.  And  you  have  recommended  an  increased  base. 
Mr.  Ball.  Yes. 

Mr.  Byrnes.  The  ratio  of  wage  replacement  on  the  additional  dol- 
lars subject  to  tax  is  smaller  than  the  ratio  of  replacement  on  his  wages 
formally  subject  to  taxes,  isn't  it  \ 

Mr.  Ball.  Let's  look  at  the  system  now  and  the  proposed  system  sep- 
arately. The  answer  to  your  question  would  be  you  are  absolutely 
correct,  if  you  look  at  eitner  one  of  those  systems  separately — as  peo- 
ple earn  more  they  get  less  for  their  contribution  dollar  than  they 
did  on  their  lower  earnings,  taken  as  a  whole.  But  the  system  is  set 
up  in  such  a  way  that  they  always  get  the  full  value  of  their  own  con- 
tribution at  least. 

As  you  know,  the  employer  contribution  does  not  follow  the  individ- 
ual employee,  and  that  part  is  used  to  give  somewhat  more  than  the 
value  of  contributions  at  the  lower  level. 

Mr.  Byrxes.  The  big  point  is  he  isn't  getting  as  much  wage  replace- 
ment for  the  additional  tax  he  pays  as  the  person  who  is  under  that 
wage  level. 

Mr.  Ball.  That  is  correct,  but  I  just  want  to  add  that  he  is  getting 
at  least  the  full  value  of  what  he  is  paying  and  usually  much  more. 
He  gets  protection  even  at  the  maximum  amount  that  is  worth  his  con- 
tributions, and  for  all  those  below  the  maximum  amount,  they  are  get- 
ting some  advantage  of  the  employer  contribution,  too. 

It  is  not  as  big  a  bargain  as  he  was  getting  at  the  lower  level.  That 
is  your  point.  I  agree  that  as  he  moves  up  the  earnings  level  with  the 
benefit  formula  staying  the  same,  the  situation  is  as  you  describe  it. 
Whether  it  is  true  when  the  earnings  base  is  raised  depends  on  what  is 
done  about  the  benefit  formula  and  the  contributions  rate.  Under  our 
proposal  he  gets  as  good  a  bargain  as  before. 

Mr.  Byrxes.  Yes.  The  question  of  who  is  getting  a  bargain  and 
what  the  bargain  is,  sometimes  diverts  our  attention  from  the  impact 
of  the  system  as  a  whole,  both  now  and  in  the  future.  As  long  as  people 
are  getting  benefits  based  on  a  tax  rate  that  is  to  be  paid  by  somebody 
else  long  into  the  future,  these  people  will  be  getting  a  bargain.  But 
when  the  system  matures  fully  there  is  some  question  as  to  whether 
workers  who  spent  their  productive  years  under  the  mature  system 
will  get  a  full  and  fair  return  on  their  investment. 

Mr.  Ball.  No,  I  don't  believe  so,  Mr.  Byrnes.  If  you  want  to  test 
this  in  terms  of  the  young  people  who  are  coming  in  in  1974  to  pay 
at  the  maximum  rate  on  into  the  future — even  assuming  a  static  sys- 
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tern — that  group  will  be  paying  only  about  80  to  85  percent  of  the 
value  of  all  the  benefits  that  they  will  be  getting. 

If  you  were  to  test  it  in  terms  of  the  man  who  was  going  to  earn 
at  the  very  maximum  amount,  not  the  whole  group,  but  those  earn- 
ing $10,800,  they  would  be  getting  just  about  the  value  of  what  they 
pay.  I  am  talking  about  the  young  man  who  pays  indefinitely  into 
the  future  at  the  maximum,  starting  in  1974. 

Mr.  Byrnes.  In  other  words,  he  could  buy  an  annuity  providing 
the  same  protection,  for  what  he  is  paying  with  these  additional 
dollars. 

Mr.  Ball.  There  isn't  anything  comparable  to  buy,  and  I  wanted 
to  include  another  point. 

I  said,  "Even  assuming  a  static  system."  As  you  and  I  were  dis- 
cussing half  an  hour  or  so  ago,  this  program,  with  these  rates,  really 
assumes  that  there  will  be,  as  wages  rise,  an  improvement  in  the  level 
of  protection,  and  that  is  a  very  big  value  that  these  static  analyses 
don't  take  into  account. 

These  amounts  will  be  higher  when  that  man,  40  years  later,  comes 
to  draw  benefits.  They  won't  be  the  amounts  that  are  in  the  law  now. 

Mr.  Byrnes.  That  was  the  point  I  made  when  we  started  this 
discussion. 

Mr.  Ball.  These  contribution  rates  already  pay  for  those  increases. 

Mr.  Byrnes.  Wages  are  going  to  go  up  and  it  is  to  be  expected 
that  rates  are  going  to  go  up. 

Mr.  Ball.  But  the  rates  don't  need  to  go  up  in  proportion,  because 
of  this  phenomena  that  we  were  talking  about  earlier,  that  the  cost 
estimates  already  take  into  account  liberalization  of  benefits  as  earn- 
ings rise.  So  when  we  do  these  analyses  of  how  much  do  you  pay  in 
and  how  much  do  you  get  out  40  years  later,  we  leave  out  of  account 
that  this  is  really  a  system  that  is  financed  on  the  assumption  that 
there  are  going  to  be  liberalizations. 

Mr.  Byrnes.  Eelate  this  to  the  self-employed  individual.  You  said 
the  employee  will  break  about  even  on  the  basis  of  his  own  contribu- 
tions. What  about  the  self-employed  ?  How  does  he  fare  when  you 
raise  this  base  ?  What  will  be  the  replacement  of  the  preretirement 
earnings  for  the  additional  dollars  that  he  pays  ? 

Mr.  Ball.  Have  I  made  it  absolutely  clear  that  the  person  who 
breaks  even  is  this  extreme  case  of  the  young  person  paying  on  the 
maximum  amount  continually  into  the  future,  without  assuming  any 
of  the  liberalizations  in  the  program  that  are  already  being  paid  for 
by  these  contribution  rates  ? 

Everyone  who  is  getting  lower  earnings  or  isn't  paying  quite  so 
long  gets  some  value  from  the  employer  contribution. 

Mr.  Byrnes.  That  is  right. 

Mr.  Ball.  If  you  subject  the  self-employed  to  the  same  analysis, 
obviously  the  part  of  the  self-employed  rate  that  is  over  and  beyond 
the  single  rate  is  justifiable  only  in  terms  of  being  like  an  employer 
contribution.  That  is  the  way  it  was  set  up  in  the  beginning.  The 
2  percent  more  that  the  self-employed  will  pay  over  and  above  the 
5  percent  that  employees  pay  is  charged  because  there  is  no  employer 
to  perform  his  function  in  the  system  for  the  self-employed. 

Mr.  Byrnes.  But  he  as  an  individual  then  is  worse  off. 

Mr.  Ball.  As  an  individual,  in  the  extreme  case,  he  would  be. 
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Mr.  Byrnes.  You  always  like  to  show  us  the  exceptional  cases.  I 
might  agree  this  is  exceptional,  but  it  is  a  case  and  it  does  occur. 
Mr.  Ball.  Or  will  occur  40  years  after  1974. 
Mr.  Byrnes.  Will  occur. 

Mr.  Ball.  If  the  program  is  not  kept  up  to  date. 

Mr.  Byrnes.  Are  we  going  to  go  into  that  discussion  again? 

Mr.  Ball.  I  think  it  is  very  pertinent  to  the  point,  Mr.  Byrnes. 
These  static  analyses  of  getting  in  dollars  and  paying  out  dollars  40 
years  later  just  don't  take  into  account  the  nature  of  this  system.  For 
instance,  if  the  system  had  your  cost  of  living  proposal  attached  to  it, 
many,  many  more  dollars  would  be  paid  out  than  were  being  paid  for, 
and  even  the  self-employed  then,  under  those  circumstances,  would  be 
getting  much  more  in  a  return  than  they  had  been  paying. 

Mr.  Byrnes.  lie  would  be  sure  of  getting  the  increase  under  my  bill 
and  getting  ii  on  time. 

Mr.  Ball.  But  my  point  is  that  the  contribution  rates  already  as- 
sume this,  whether  or  not  a  cost  of  living  

Mr.  Byrnes.  Assuming  that  Congress  is  going  to  act. 

Mr.  Ball.  Over  that  40-year  period  there  will  be  some  improve- 
ment, and  I  think  that  has  to  be  taken  into  account  in  the  analysis, 
as  far  as  the  self-employed  are  concerned. 

Mr.  Byrnes.  If  you  take  a  40-year  period  there  are  at  least  20 
elections  

Mr.  Ball.  And  some  increase. 

Mr.  Byrnes  (continuing).  That  occur  in  that  time.  I  suppose 
using  the  past  as  an  example  your  presumption  as  to  what  will  happen 
in  the  future  has  a  fairly  responsible  foundation. 

Mr.  Ball.  But  in  spite  of  that,  Mr.  Byrnes,  these  benefit  levels  have 
done  very  little  more  than  keep  up  with  the  cost  of  living  since  1940. 

Mr.  Byrnes.  I  understand  that.   In  fact  you  have  been  behind. 

Mr.  Ball.  Sometimes. 

Mr.  Byrnes.  That  is  what  I  am  saying.  That  is  what  I  told  you 
last  year,  and  I  will  tell  you  that  this  year. 

Mr.  Ball.  All  I  am  suggesting  is  that  the  elections  have  not  caused 
unreasonable  increases. 

Mr.  Byrnes.  That  isn't  the  point.  I  am  saying  that  the  history  of 
the  program  is  one  of  change  and  that  changes  may  be  expected  in  the 
future.  We  are  usurping  future  tax  revenues  to  such  an  extent  by  this 
proposal  that  we  may  not  have  enough  leeway  to  finance  changes  we 
know  will  be  needed  in  the  future.  You  have  just  told  me  that  change 
is  inherent  in  this  system,  and  I  am  saying  that  we  should  preserve  the 
latitude  to  finance  these  changes. 

Mr.  Ball.  And  I  am  saying  that  insofar  as  changes  somewhat  above 
the  cost  of  living  are  concerned,  they  are  already  financed  by  the  rates 
that  are  in  the  present  program  and  in  the  proposed  program,  which 
I  am  sure  you  recognize  in  your  own  proposal. 

Mr.  Byrnes.  Yes,  but  my  remarks  have  been  addressed  to  the  prob- 
lem of  whether  raising  the  base,  which  provides  a  tax  increase,  provides 
advantages  to  the  worker  commensurate  with  the  additional  tax  bur- 
den imposed.  I  am  trying  to  place  your  statement  yesterday  about  a 
70-percent  increase  in  proper  context. 
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Now,  we  understand  that  this  kind  of  wage  replacement  is  40  years 
off.  What  is  the  current  benefit  that  an  individual  gets  for  paying  the 
additional  taxes  each  year  attributable  to  the  higher  wage  base. 

Mr.  Ball.  Let  me  answer  that  very  directly.  The  increases  that  the 
individual  is  paying  for  as  they  take  place,  as  he  gets  additional  pro- 
tection, are  always  worth  his  own  contributions  and  usually  somewhat 
more. 

Mr.  Byrnes.  Except  for  the  self-employed. 

Mr.  Ball.  And  on  the  self-employed,  then  you  have  to  allow  me  to 
assume,  as  I  think  is  absolutely  inherent  in  these  rates  that  are  being 
charged,  liberalizations  in  the  program  to  keep  up  with  rising  living 
costs  and  to  some  extent  with  rising  earnings. 

Therefore,  what  is  being  bought  are  not  the  dollars  in  present  law. 
We  have  an  inflation-proof  type  of  program. 

Mr.  Byrnes.  And  how  do  the  bachelors  and  the  single  women  fare 
under  this  proposal  ?  They  are  not  getting  a  benefit  that  is  correspond- 
ing to  their  increased  cost  attributable  to  the  vastly  expanded  wage 
base. 

Mr.  Ball.   You  are  talking  about  the  ones  already  in  the  program  ? 

Mr.  Byrnes.  I  am  talking  about  someone  who  doesn't  have  any  sur- 
vivor benefits  because  he  has  no  dependents. 

Mr.  Ball.  When  you  look  at  young  people  starting  out  under  this 
system,  Mr.  Byrnes,  you  have  to  look  at  it  as  a  situation  in  which  you 
are  not  sure  whether  they  are  going  to  marry  and  whether  they  are 
going  to  have  children,  but  if  you  take  into  account  as  they  start  out 
their  average  chance — the  value  of  the  protection  on  the  average — 
then  they  are  all  right. 

Mr.  Byrnes.  I  am  talking  about  the  young  lady  that  doesn't  marry. 

Mr.  Ball.  And  knows  ahead  of  time  ? 

Mr.  Byrnes.  Not  necessarily.  What  difference  would  such  knowl- 
edge in  relating  her  contributions  to  the  benefit  she  receives  ?  As  you 
increase  this  base  she  is  asked  to  pay  more  than  the  value  of  her  bene- 
fits. 

If  she  is  a  woman,  you  have  the  problems  that  Mrs.  Griffiths  has 
been  concerned  about. 

Mr.  Ball.  Mrs.  Griffiths,  I  believe,  actually  was  concerned  about 
the  fact  that  the  woman's  work  didn't  benefit  the  men  as  much  as  a 
man's  work  benefits  his  wife. 

Mr.  Byrnes.  That  is  the  point.  You  keep  relating  benefits  to  con- 
tributions by  including  the  spouses  benefit,  but  single  wage  earners 
don't  receive  this  benefit. 

I  am  pointing  out  that  some  of  the  cases  Mrs.  Griffiths  refers  to  are 
these  single  people  who  will  pay  increased  taxes  without  a  commen- 
surate increase  in  their  benefits.  You  refer  to  these  as  extreme  cases, 
but  there  are  many  single  people  and  self-employed  individuals  also  in 
this  category. 

Mr.  Ball.  If  you  assume  at  the  beginning  of  a  persons  working 
life  that  he  is  not  going  to  have  dependents,  and  test  only  his  protec- 
tion throughout  his  life  in  terms  of  the  retirement  and  disability  bene- 
fit for  him  only,  then  your  thesis  is  correct.  If  you  assume  he  is  not 
£oing  to  have  any  dependents,  you  have  to  assume  that  the  survivor 
benefits  aren't  worth  very  much  to  him. 
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Mr.  Byrnes.  I  don't  have  to  assume  anything.  I  am  saying  that 
there  will  be  single  individuals  who  will  pay  these  higher  taxes  on  the 
increased  base.  When  they  get  to  be  65  they  will  have  paid  more  taxes 
than  the  benefits  that  they  are  going  to  receive.  You  have  to  agree 
with  this. 

Mr.  Ball.  I  would  really  want  to  argue,  though,  that  the  right  way 
to  look  at  the  program  is  to  look  at  the  average  risk  that  people  have 
as  they  start  out,  and  not  to  look  at  it  after  the  person  gets  to  be  65  and 
say  he  had  no  value  from  this  or  that  part.  You  don't  know  if  that  is 
going  to  be  true  when  he  becomes  a  part  of  the  system. 

Mr.  Byrnes.  I  see.  You  don't  know  what  is  going  to  happen. 

Mr.  Ball.  No. 

Mr.  Byrnes.  But  if  what  I  suggest  happens  then  you  have  taxed 
these  people  more  than  the  corresponding  benefit  that  they  receive. 

Mr.  Ball.  In  retrospect  the  man  didn't  need  that  kind  of  protec- 
tion, because  he  didn't  get  married. 

Mr.  Byrnes.  You  as  a  government  are  going  to  force  him  to  have 
it  even  though  he  doesn't  need  it.  I  am  not  saying  that  that  is  neces- 
sarily bad,  but  I  think  we  ought  to  be  honest  about  what  we  are  doing. 

Mr.  Ball.  I  am  trying  to  be  as  open  and  complete  as  I  possibly 
can. 

Mr.  Byrnes.  You  weren't  yesterday,  quite  frankly,  Mr.  Ball,  when 
you  kept  emphasizing  this  70-percent  benefit  increase. 
Mr.  Ball.  Up  to  70  percent. 

Mr.  Byrnes.  I  was  sitting  right  here  and  I  was  tempted  to  inter- 
rupt and  ask  you  to  give  us  the  year  when  individuals  will  begin 
receiving  that  70-percent  increase.    You  didn't  mention  any  date. 

Mr.  Ball.  Mr.  Byrnes,  these  are  the  people,  the  young  people  who 
are  going  to  pay  over  a  long  period  of  time,  that  there  has  been  con- 
cern about.  They  are  the  ones  who  get  70  percent.  A  person  who 
doesn't  pay  so  long  gets,  say,  a  60-percent  increase.  But  the  extreme 
examples  that  you  are  now  pointing  out  are  the  ones  that  pay  over 
that  whole  long  period  of  time. 

That  is  why  the  70-percent  increase  is  important.  It  is  for  the 
ones  who  pay  at  these  higher  amounts  over  the  whole  period. 

Mr.  Byrnes.  Yes ;  but  there  was  more  reason  for  the  emphasis  than 
that.  That  is  why  I  think  we  have  to  get  into  some  of  these  details 
instead  of  accepting  broad  generalized  statements  at  face  value. 

Mr.  Ball.  You  can  only  do  so  much  in  an  hour. 

Mr.  Byrnes.  And  this  applies  to  the  broad  generalized  statement 
that  everyone  gets  an  equivalent  benefit  under  this  new  plan ;  that  they 
will  get  a  benefit  more  than  commensurate  with  what  he  is  paying ;  and 
that  their  cost  is  really  less  than  their  benefit  will  be  worth. 

We  find  now  that  the  single  person  and  the  self-employed  really 
don't  get  a  benefit  comparable  to  their  contribution. 

Mr.  Ball.  All  assuming  what  we  have  been  talking  about  so  much 
here,  analyzing  the  program  as  if  it  were  not  going  to  be  liberalized  in 
accordance  with  what  the  contribution  rates  allow  for.  People  are 
paying  those  rates. 

Mr.  Byrnes.  Based  on  a  static  system  he  is  not.  You  have  to  admit 
that. 

Mr.  Ball.  And  looked  at  retroactively,  as  you  say,  Mr.  Byrnes. 
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Mr.  Byrnes.  You  have  the  greatest  facility  for  shifting  from  a  static 
system  to  a  system  that  is  going  to  have  many  liberalizations.  I  think 
we  ought  to  stay  with  the  same  concept. 

Mr.  Ball.  I  just  don't  believe  that  this  is  a  static  system.  I  think 
the  contribution  rates  contemplate  the  kind  of  increases  that  your  bill 
would  make  automatic,  and  I  think  that  is  the  whole  basis  of  the 
system. 

Mr.  Byrnes.  Then  you  ought  to  be  for  my  "escalator  provision" 
automatically  adjusting  benefits  to  cost-of-living  increases. 
Mr.  Ball.  Not  necessarily. 

Mr.  Byrnes.  You  realize  the  system  isn't  going  to  be  static,  that  we 
have  to  contemplate  that  built-in  benefit  increases  due  to  cost-of-living 
increases  and  rising  wage  levels.  Why  make  them  then  dependent 
upon  the  politicians  of  the  future  ?  Why  not  make  it  automatic  ? 

Mr.  Ball.  I  think  you  have  answered  it  yourself,  Mr.  Byrnes.  It 
may  be  that  in  the  future,  as  funds  develop  under  the  present  contri- 
bution rates,  a  decision  might  be  made  not  to  just  raise  everything 
that  is  in  the  present  law,  but  to  reallocate  somewhat.  An  ad  hoc 
approach  has  a  little  more  flexibility.  I  am  sure  the  level  is  going  to 
be  increased  to  keep  up,  but  whether  it  should  be  done  in  exactly  the 
same  amount  for  each  benefit,  just  automatically,  I  think  is  the  real 
difference  of  approach. 

Mr.  Byrnes.  You  haven't  any  question  though  that  the  benefit  levels 
are  going  to  be  progressively  increased,  do  you  ? 

Mr.  Ball.  That's  right,  as  earnings  rise,  because  the  contribution 
rates  already  contemplate  that. 

Mr.  Byrnes.  I  am  getting  letters  today  criticizing  your  recommen- 
dations for  benefit  increases  as  inadequate,  so  that  I  don't  know  why 
you  question  the  likelihood  that  benefits  will  be  increased  in  the  future 
to  accommodate  cost-of-living  increases. 

For  that  reason  it  seems  to  me  the  benefit  level  is  of  primary  impor- 
tance. That  is  one  item  we  have  attempted  to  keep  current  in  the  past 
and  I  have  no  question  that  future  Congresses  will  also  do  this.  That 
is  why  I  think  it  would  be  better  to  do  it  through  an  escalator  provi- 
sion contained  in  the  law.  This  would  provide  automatic  increases 
when  the  people  are  entitled  to  them  rather  than  making  them  wait. 

Mr.  Ball.  I  think,  Mr.  Byrnes,  from  this  discussion  that  at  least 
you  and  I  agree  that  the  analysis  of  the  benefits  in  relation  to  contribu- 
tions has  to  take  into  account  that  the  benefits  will  be  improved.  The 
analysis  can't  be  just  in  terms  of  dollars  today  but  must  take  account 
of  the  dollars  that  will  be  payable  40  years  later. 

Mr.  Byrnes.  If  you  assume  the  inflation,  yes. 

Mr.  Ball.  No;  I  am  talking  also  about  increasing  productivity — 
perhaps  not  inflation,  but  in  any  event  rising  wages. 

Mr.  Byrnes.  I  think  the  points  both  of  us  wanted  in  the  record  are 
probably  in  the  record. 

The  Chairman.  You  gentlemen  can  be  back  and  Dr.  Winston  yon 
can  at  2  o'clock,  I  assume. 

Mr.  Cohen.  Yes.  sir. 

The  Chairman.  Without  objection,  the  committee  will  adjourn  un- 
til 2  o'clock  this  afternoon. 

(Whereupon,  at  12 :10  p.m.,  the  committee  adjourned  to  reconvene  at 
2  p.m.  the  same  day.) 
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AFTER  RECESS 

(The  committee  reconvened  at  2  p.m.,  Hon.  Wilbur  D.  Mills,  chair- 
man of  the  committee,  presiding.) 

The  Chairman.  The  committee  will  please  be  in  order. 

Mr.  Myers,  I  have  some  questions  I  want  to  address  to  you,  first, 
with  respect  to  hospital  insurance  costs.  The  questions  I  am  asking 
are  more  or  less  for  the  benefit  of  the  record  and  to  make  a  complete 
record  with  respect  to  many  of  these  matters.  They  are  also,  of  course, 
for  the  purpose  of  gaining  information. 

Mr.  Myers,  as  I  recall,  the  major  assumptions  involved  in  the  hos- 
pital insurance  costs  that  you  gave  us,  when  the  hospital  insurance 
program  was  being  considered  here  and  was  enacted,  were  the  utiliza- 
tion rate,  the  per  diem  rate  and  the  relationship  of  increases  in  hospital 
costs  to  increases  in  the  earnings  levels. 

Am  I  right  so  far  ? 

Mr.  Myers.  That  is  correct,  Mr.  Chairman. 

The  Chairman.  How  do  we  stand  today  in  relation  to  what  we 
did  in  1965  with  respect  to  these  various  elements  ? 

Mr.  Myers.  First,  as  to  the  increases  in  hospital  costs  relative  to  the 
increases  in  earnings,  you  will  recall  that  we  assumed  that  in  the  next 
5  years  hospital  costs  would  increase  more  rapidly  than  earnings  by 
a  rate  of  2.7  percent  per  year  and  that  thereafter  this  differential 
would  narrow  off  and  vanish. 

The  actual  experience  in  1965  and  1966  has  been  somewhat  above 
this  2.7  percent. 

The  Chairman.  Has  it  been  as  much  as  twice  as  high  ? 

Mr.  Myers.  Yes,  I  was  coming  to  that. 

The  increase  in  1965  was  a  5.4  percent  differential — that  is  from 
1964  to  1965 — and  the  increase  from  1965  to  1966  was  the  same  percent. 
So,  in  essence,  you  might  say  that  this  differential  for  the  2  years  com- 
bined was  5  or  6  percent  more  than  had  been  assumed. 

There  is  a  question,  of  course,  whether  this  is  a  differential  that  will 
continue  on  into  the  future  or  whether  this  was  a  more  rapid  catch- 
ing up  than  we  had  anticipated.  At  any  rate,  the  fact  is  the  actual 
differential  has  been  about  twice  what  was  assumed  in  the  cost  esti- 
mates. 

The  Chairman.  You  can  discuss  the  other  two  assumptions,  per 
diem  and  the  utilization  rate. 
I  doubt  that  you  have  any  recent  statistics  on  those  yet. 

Mr.  Myers.  You  are  quite  correct.  We  do  not  have  much  on  the 
utilization  rates,  but  we  do  on  the  per  diem. 

If  I  might  mention  just  a  few  other  facts  that  we  have  from  our 
experience  as  to  utilization,  from  such  sketchy  data  as  I  have  been  able 
to  obtain  from  the  actuarial  sample,  I  think  our  utilization  is  about 
the  same  or  possibly  a  little  below  what  we  had  assumed,  but  there  is 
nothing  finally  definitive  about  it. 

In  the  material  we  are  getting  in  the  sample  on  hospital  costs,  they — 
rather  surprisingly  to  me — do  not  show  the  increases  I  have  mentioned 
here,  but  possibly  because  the  hospitals  are  only  paid  on  an  interim 
basis. 

What  I  mean  specifically  is  that  from  the  data  I  have  been  able 
to  collect,  the  average  daily  charge  in  the  hospitals  is  running  around 


280 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


$41  per  day,  and  the  average  reimbursement  of  cost  as  a  percentage 
of  charges  is  running  around  90  percent.  That  means  the  average 
daily  cost  is  about  $38  a  day,  which  is  a  little  less  than  we  estimated. 

However,  it  is  important  to  note  these  are  only  interim  figures,  and 
adjustments  may  be  made  later  in  the  year  after  the  hospital  fiscal 
year  has  ended.  There  might  be  positive  upward  adjustments  if  the 
indexes  I  am  referring  to  from  the  AHA  and  the  Bureau  of  Labor 
Statistics  are  valid,  as  I  suspect  they  must  be. 

The  Chairman.  The  Bureau  of  Labor  Statistics  would  show  an  in- 
crease of  9.5  percent  in  hospital  charges  from  1966  over  1965. 

Mr.  Myers.  I  have  examined  those  figures.  They  show  there  was 
a  continuing  increase  during  the  year,  so  that  the  figure  at  the  end 
of  the  year  was  about  16  percent  higher  than  at  the  beginning  of  the 
year. 

The  Chairman.  In  the  month  of  December,  as  I  studied  this  group 
of  statistics,  there  was  an  increase  oi  8.9  percent  over  the  average 
daily  figure  for  all  of  1966. 

Mr.  Myers.  I  think  that  is  correct,  Mr.  Chairman. 

The  Chairman.  Does  that  add  up  to  a  19-percent  increase  for 
December  1966  over  the  figure  for  the  entire  year  of  1965?  Is  that 
the  way  you  compute  it  ? 

Mr.  Myers.  There  might  be  some  difference  due  to  rounding,  but 
that  is  approximately  correct. 

I  would  like  to  point  out  that  the  indications  we  have  here  are  that 
the  room  and  board  charge,  which  is  the  index  we  are  now  talking 
about,  may  have  gone  up  more  rapidly  than  the  charges  for  other 
services.  So  the  average  daily  charge,  or  the  average  daily  cost,  for 
all  hospital  services  combined,  probably  didn't  go  up  as  rapidly  as 
that. 

The  Chairman.  I  have  had  people  tell  me  that  there  has  been  a 
very  precipitous  increase  in  the  per-day  charge  by  hospitals  since 
the  effective  date  of  the  medicare  program.  I  wonder  whether  or  not 
you  have  any  information  that  would  shed  light  on  whether  it  is 
due  to  the  impact  of  the  program  itself  or  whether  or  not  there  are 
other  factors  that  should  be  considered  when  one  looks  to  the  causes 
of  this  increase. 

My  final  question  in  regard  to  this  matter,  and  you  can  imagine 
what  it  is,  is  whether  or  not  on  the  basis  of  such  experience  as  we 
have  had  under  the  program  to  date  you  still  feel  we  have  it  properly 
financed.  That  is  what  I  am  coming  to. 

Mr.  Myers.  Mr.  Chairman — — 

The  Chairman.  Before  you  pick  up  there,  this  is  what  leads  to  my 
conclusion.  I  have  had  stated  to  me  in  letters  or  conversations  that 
these  same  statistics  show  that  during  the  first  6  months  of  1966,  be- 
fore the  hospital  insurance  benefits  were  available,  hospital  daily 
charges  increased  by  about  4.5  percent.  After  July  1  when  these  bene- 
fits were  available,  hospital  costs  increased  for  the  second  half  of  the 
year  at  the  rate  of  about  11.5  percent. 

Is  that  what  you  get  from  the  statistics  ? 

Mr.  Myers.  I  don't  have  those  statistics  in  front  of  me,  but  I  think 
that,  from  what  I  recall  of  having  seen  them,  that  is  about  correct. 
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The  Chairman.  The  question,  of  course,  is  whether  or  not  this 
proves  to  be  a  close  correlation  between  the  annual  increases  in  annual 
hospital  charges  and  per  diem  costs,  and  so  on — as  you  predicted  would 
be  the  case — or  is  it  greater  now  on  the  basis  of  the  experience  we 
have  had  to  date  ? 

Mr.  Myers.  To  date  it  has  been  definitely  higher  than  what  was  as- 
sumed in  the  cost  estimates.  It  would  also  appear  this  same  increase 
will  be  present  for  the  whole  year  1967,  as  against  1966. 

Because  of  the  increase  in  the  period  up  to  December,  even  if  costs 
don't  go  up  very  much  the  rest  of  this  year  1967,  the  average  for  1967 
is  bound  to  be  higher  by  about  10  percent  than  the  average  for  1966. 

As  to  the  question  you  asked  about  how  does  this  affect  the  cost  es- 
timates, for  this  one  factor  alone  it  goes  without  saying  that  the  ex- 
perience is  higher  than  the  cost  estimates  and  if  it  were  the  only  fac- 
tor, the  financing  would  be  affected  unfavorably  unless  this  were  a 
catching  up  in  the  future  that  all  came  now,  and  that  I  cannot  say. 

The  Chairman.  We  not  only  took  your  highest  estimate  of  cost 
when  we  were  establishing  the  financing  for  the  program,  but  we  al- 
lowed a  margin  of  error  in  addition.  On  the  basis  of  what  we  know 
so  far,  do  you  feel  that  we  can  be  comfortable  about  the  rate  of  taxes 
that  we  have  to  carry  the  program  for  the  period  of  time  that  we  made 
our  estimates,  for  a  25-year  period,  or  should  we  do  something  about 
an  increased  tax  for  that  program  now  ? 

Mr.  Myers.  Mr.  Chairman,  as  you  mentioned,  we  put  a  safety  factor 
in  the  cost  estimates  which,  in  essence,  we  put  in  on  the  utilization 
rates. 

The  Chairman.  What  did  it  allow  for,  some  10-percent  margin  of 
error  ? 

Mr.  Myers.  It  allowed  a  10  percent  increase  in  long-range  utiliza- 
tion from  the  original  estimates. 

As  to  the  financing  of  the  program  at  this  time,  I  still  believe  that 
it  is  adequately  financed,  although  it  would  appear  a  very  good  pos- 
sibility that  much  of  this  margin  of  safety  that  has  been  introduced 
may  have  been  used  up. 

Mr.  Chairman,  at  this  point  in  the  record  I  should  like  to  insert 
two  memorandums  on  actuarial  cost  estimates.  The  first  is  entitled 
"Acturial  Cost  Data  on  Medicare  Aspects  of  H.R.  5710"  (dated  Feb- 
ruary 24).  The  second  is  entitled  "Actuarial  Cost  Data  for  1967 
Legislative  Proposal  To  Modify  OASDHI  System"  (dated  Febru- 
ary 28). 

The  Chairman.  Without  objection  they  will  be  inserted. 
(The  material  referred  to  follows :) 

Acturial  Cost  Data  on  Medicare  Aspects  of  H.R.  5710 

This  memorandum  will  set  down  certain  actuarial  cost  aspects  of  the  HI 
and  SMI  programs  as  they  are  affected  by  H.R.  5710,  the  1967  legislative  pro- 
posals of  the  Administration. 

Disabled  beneficiaries  (including  the  proposed  new  category  of  disabled  wid- 
ows) would  be  covered  under  both  HI  and  SMI.  It  is  estimated  that  the  level- 
cost  of  the  HI  program  will  be  increased  by  .07%  of  taxable  payroll  by  this 
change  (after  allowing  for  the  effect  on  taxable  payroll  of  the  proposed  increases 
in  the  earnings  base),  with  a  first-year  cost  of  $225  million.    Coverage  of  the 
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disabled  under  SMI  is  estimated  to  involve  a  first-year  cost  of  $100  million, 
with  the  same  premium  rate  (from  the  participants  and  the  Government  com- 
bined) that  is  applicable  to  beneficiaries  aged  65  and  over  being  estimated  to 
be  sufficient  for  the  disabled-beneficiary  category. 

The  HI  outpatient  diagnositic  benefits  would  be  moved  from  HI  to  SMI.  This 
would  represent  a  decrease  in  the  HI  level-cost  of  .01%  of  taxable  payroll,  with 
the  first-year  cost  being  reduced  by  $25  million  with  respect  to  insured  bene- 
ficiaries and  by  $3  million  with  respect  to  non-insured  beneficiaries.  At  the  same 
time,  the  first-year  cost  for  SMI  would  be  increased  by  $25  million,  representing 
an  increase  in  cost,  insofar  as  the  combined  participant-Government  premium 
rate  is  concerned,  amounting  to  $.12  per  month. 

Inpatent  diagnostic  X-ray  and  laboratory  services  provided  by  physicians 
would  be  covered  under  HI  instead  of  under  SMI.  This  change  would  involve 
an  estimated  increase  in  the  HI  level-cost  of  .05%  of  taxable  payroll,  with  a 
first-year  cost  of  $125  million  for  insured  beneficiaries  and  $15  million  for  non- 
insured  beneficiaries.  At  the  same  time,  the  first-year  cost  reduction  for  the 
SMI  program  would  be  $85  million,  representing  a  decrease  in  the  combined  par- 
ticipant-Government premium  rate  amounting  to  $.42  per  month. 

Both  HI  and  SMI  payments  would  be  made  to  any  Federal  provider  of  serv- 
ices. This  would  have  a  relatively  small  effect  on  the  SMI  program,  but  a  sub- 
stantial one  insofar  as  HI  is  concerned.  It  is  estimated  that  HI  expenditures 
in  the  first  year  of  operations  would  be  increased  by  $100  million  with  respect 
to  insured  persons  and  an  additional  $10  million  with  respect  to  noninsured 
persons.  The  estimated  HI  level-cost  for  this  change  is  estimated  at  .04%  of 
taxable  payroll. 

The  other  changes  in  the  Medicare  program  that  would  be  made  by  the  bill 
would  have  no  significant  cost  effects. 

The  aggregate  first-year  cost  effect  of  the  foregoing  changes  is  an  increase  in 
HI  benefit  expenditures  of  $447  million  and  an  increase  in  SMI  expenditures  of 
$40  million 

The  long-range  financial  picture  of  the  HI  program  woud  be  affected  in  the 
following  manner.  Under  present  law,  the  estimated  level-cost  of  the  benefits 
and  administrative  expenses  is  1.23%  of  taxable  payroll,  with  the  contributions 
having  the  same  level-equivalent  value.  The  level-cost  of  the  present  benefits, 
when  measured  against  the  proposed  new  earnings  bases,  is  reduced  to  1.02%  of 
taxable  payroll.  Increases  in  the  level-cost  of  the  benefits  and  administrative 
expenses  occur  as  follows :  coverage  for  disability  beneficiaries,  +.07%  ;  pay- 
ments to  Federal  facilities,  +.04%  ;  transfer  of  outpatient  diagnostic  benefits  to 
SMI,  —.01%  ;  and  coverage  of  all  costs  with  respect  to  inpatient  diagnostic  and 
laboratory  services,  +.05%.  The  net  effect  of  all  these  changes  is  an  increase  in 
the  level-cost  of  the  benefits  and  administrative  expenses  amounting  to  .15%  of 
taxable  payroll,  so  that  the  total  level-cost  is  1.17%  of  taxable  payroll.  At  the 
same  time,  the  level-equivalent  of  the  contribution  schedule  is  increased  from 
1.23%  of  taxable  payroll  to  1.25%  of  taxable  payroll  (as  a  result  of  the  higher 
contribution  rates  in  the  schedule  being  applicable  when  the  higher  earnings 
bases  are  in  effect).  The  net  result  is  an  actuarial  balance  of  +.08%  of  taxable 
payroll. 


Actuarial  Cost  Data  for  1967  Legislative  Proposal  To  Modify  OASDHI 

System 

This  memorandum  presents  long-range  cost  estimates  for  H.R.  5710,  which 
would  modify  the  OASDHI  system. 

There  would  be  the  following  changes  in  the  OASDI  portion  of  the  system  that 
have  a  significant  cost  effect : 

(1)  $7,800  earnings  base  in  1968-70,  $9,000  in  1971-73,  and  $10,800  in  1974  and 
thereafter. 

(2)  Revised  benefit  formula  that  would  provide  15%  increase  over  the  existing 
formula  for  AMW's  up  to  $550,  with  the  underlying  basis  of  the  new  formula  be- 
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ing  72.42%  of  the  first  $110  of  AMW  plus  26.34%  of  the  excess  of  AMW  over 
$110,  with  a  $70  minimum  PIA  (except  for  the  transitional-insured  and  transi- 
tional non-insured  beneficiaries,  for  whom  the  basic  benefit  would  be  $50)  and 
with  the  family-maximum-benefit  formula  being  80%  of  the  first  $450  of  AMW 
and  40%  of  the  next  $450  of  AMW  (but  in  no  case  less  than  iy2  times  the  PIA). 

(3)  Maximum  wife's  benefit  of  $90. 

(4)  Special  minimum  benefit  of  $100  for  those  with  25  or  more  years  of  cover- 
age. 

(5)  Annual  exempt  amount  of  $1,680  in  earnings  test. 

(6)  Child's  benefits  with  respect  to  non-parent  supporter  and  parent's  benefits 
with  respect  to  retired  and  disabled  workers. 

(7)  Disabled  widow's  benefits. 

( 8 )  Coverage  of  Federal  employees  under  transf er-of -credit  basis. 

(9)  Revised  contribution  schedule  (combined  employer-employee  rate  of  9% 
in  1969-72  and  10%  thereafter).  Also,  the  allocation  to  the  DI  system  would  be 
increased ;  as  to  the  combined  employer-employee  rate,  this  allocation  would  be 
.85%  of  taxable  payroll  for  1968  and  .95%  of  taxable  payroll  for  1969  and  after. 

Changes  (2),  (3),  and  (4)  would  be  effective  for  June  1967.  Change  (5) 
would  be  effective  for  1968.  Changes  (6)  and  (7)  would  be  effective  for  the 
second  month  after  enactment. 

The  actuarial  balance  of  the  OASDI  program  as  it  would  be  modified  by  this 
bill  is  estimated  at  -f.01%  of  taxable  payroll  (see  Table  1,  which  also  shows 
the  level-cost  of  each  change). 

The  HI  portion  of  the  system  would  be  modified  by  extending  benefit  pro- 
tection to  disabled  beneficiaries  of  all  types,  by  reimbursing  Federal  hospitals, 
by  moving  the  outpatient  diagnostic  benefits  to  the  SMI  program,  and  by  moving 
benefits  for  hospital-based  physicians  providing  diagnostic  and  laboratory  serv- 
ices from  SMI  to  HI,  as  well  as  having  the  increases  in  the  earnings  base  de- 
scribed previously.  These  changes  in  the  benefit  provisions  would  be  effective 
on  January  1,  1968.  The  long-range  actuarial  balance  of  the  HI  program  would 
be  +.08%  of  taxable  payroll  under  this  proposal,  as  contrasted  with  exact  bal- 
ance under  present  law  (see  Table  2,  which  also  shows  the  level-cost  of  each 
change).  The  SMI  portion  of  the  system  would  be  modified  by  extending  benefit 
protection  to  disabled  beneficiaries  of  all  types  (effective  January  1968),  at  the 
same  premium  rate  as  is  applicable  for  beneficiaries  aged  65  and  over. 

The  new  benefit  formula  results  in  an  average  long-range  increase  in  the 
primary  benefits  of  about  17 V£  %  and  in  a  benefit  increase  of  about  19%  for  all 
"insured"  beneficiaries  on  the  roll  on  the  effective  date. 

Table  3  shows  the  progress  of  the  OASI,  DI,  and  HI  Trust  Funds  under 
present  law  for  the  next  4  years  on  the  short-range  basis  of  an  increasing-earn- 
ings assumption.  Corresponding  figures  are  not  shown  for  the  SMI  Trust  Fund 
because  of  the  uncertainty  as  to  whether  any  changes  in  the  premium  rates  will 
be  made  after  1967,  and  because  this  trust  fund  has  relatively  smaller  financial 
operations,  and  these  are  on  close  to  a  pay-as-you-go  basis  anyhow.  These  cost 
estimates  show  significant  increases  in  the  OASI  Trust  Fund  in  the  next  4 
years — namely,  by  about  $3Vi  billion  a  year  in  1967-68,  and  about  $7%  billion 
a  year  in  1969-70.  The  DI  Trust  Fund  shows  annual  increases  of  about 
billion  in  the  next  4  years.  At  the  same  time,  the  HI  Trust  Fund  shows  annual 
increases  of  about  $1  billion. 

Table  4  shows  corresponding  figures  for  the  bill.  The  increases  in  the  OASI 
Trust  Fund  are  relatively  smaller  than  under  present  law — namely,  $1.5  billion 
in  1967  and  $.2  billion  in  1968,  and  $4-5  billion  per  year  in  1969-70.  The  DI 
Trust  Fund  shows  small  increases  under  the  bill  in  1967-68  and  increases  of 
about  $1  billion  per  year  in  1969-70  (as  a  result  of  the  higher  allocation  to  this 
trust  fund  then) .  The  increases  in  the  HI  Trust  Fund  under  the  bill  are  slightly 
less  in  1968-70  than  under  present  law  (because  the  increased  benefits  as  a 
result  of  covering  disabled  persons  somewhat  more  than  offset  the  increased 
income  due  to  raising  the  earnings  base— but  in  the  long  run,  the  reverse  situa- 
tion will  occur). 
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Table  1. — Increases  in  level  cost  for  OASDI  system  under  H.R.  57 10,  by  type  of 

change 


[In  percentages  of  taxable  payroll] 


Item 

Level  cost 

OASDI 

OASI 

DI 

Revised  earnings  base  schedule. . .  _______ 

-0.  50 
+.02 
+.06 
+.  01 
+.06 

-0.46 
+.02 
+.06 
+.  01 
+.06 

-0.04 

Special  minimum  benefit     ______ 

Annual  exempt  amount  of  $1,680  in  earnings  test...  _   

Child's  benefits  with  respect  to  nonparent  supporter  1 

Disabled  widow's  benefits                                  _  .  _  _  _ 

Transitional  insured  basic  benefit  of  $50    

Maximum  wife's  benefit  of  $90 

-.01 
+1.36 
-.02 
-.25 

-.01 
+1.23 
-.02 
-.25 
+.24 
+.88 
+.89 
+.  01 
8.  80 
8.81- 

New  benefit  formula 2    _   _   _  _   

+.  13 

Coverage  of  Federal  employees  __     

Revised  contribution  schedule            .  _•_     

Eevised  allocation  to  DI  trust  fund  ___  _____ 

-.24 
-.15 
-.15 

Net  increase  in  level  cost  under  bill.  _  . 

+.73 
+■  74 
+.01 
9.  74 
9.75 

Actuarial  balance  under  present  law. .  -                        .  . 
Ac  tuarial  balance  under  bill 

Net  level  cost  of  benefits  under  bill 3    

Level  equivalent  of  contributions  under  bill 3.  _  _  _ 

.94 
.94 

1  Including  parent's  benefits  with  respect  to  retired  and  disabled  workers. 

2  Including  effect  of  minimum-benefit  and  maximum-family-benefit  provisions. 

3  Excluding  benefit  costs  arising  from  military  service  wage  credits  and  also  reimbursements  from 
the  general  treasury  for  those  costs  (in  certain  other  presentations,  this  cost  of  0.03  percent  of  taxable  pay- 
roll is  shown  as  being  included  in  the  level  cost  and  the  level  equivalent  of  the  income  of  the  system) . 

Note.— See  text  for  description  of  provisions. 


Table  2. — Increases  in  level  cost  for  HI  system  under  H.R.  5710,  by  type  of  change 

[In  percentages  of  taxable  payroll] 


Item  Level  cost 

Revised  earnings  base  schedule   —0.  21 

Benefits  for  disabled  beneficiaries   +.  07 

Payments  to  Federal  facilities   +.  04 

Transfer  of  outpatient  diagnostic  benefits  to  SMI   — .  01 

Transfer  of  inpatient  diagnostic  and  laboratory  benefits  from  SMI   +.  05 

Increased  value  of  contribution  schedule  1   — .  02 

Net  increase  in  level  cost  under  bill   — .  08 

Actuarial  balance  under  present  law    

Actuarial  balance  under  bill   +.  08 

Net  level  cost  of  benefits  under  bill   1.  17 

Level  equivalent  of  contributions  under  bill   1.  25 


1  Although  the  contribution  rates  remain  unchanged,  the  schedule  has  a  greater  value  because  the  higher 
contribution  rates  are  in  the  later  years,  when  the  earnings  base  under  the  bill  is  higher. 

Note.— See  text  for  description  of  provisions. 
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Table  3. — Estimated  -progress  of  OASI,  disability  insurance,  and  hospital  insurance 
trust  funds  under  present  law 


[In  billions] 


Contribu- 

Benefit 

Other 

Other 

Net 

Fund  at 

Calendar  year 

tions 

payments 

income 

outgo 

increase 

end  of 

in  fund 

year 

OASI  trust  fund: 

1967  

$23. 1 

$19.6 

$1.0 

$0.9 

$3.4 

$24.0 

1968  

23.8 

20.3 

1.3 

.9 

3.9 

27.9 

1969  

27.6 

21.1 

1.6 

.9 

7.2 

35.2 

1970  

28.9 

22.0 

1.9 

.9 

8.0 

43.2 

Disability  insurance  trust 

fund: 

1967  - 

2.  3 

1.  9 

.  1 

.  1 

.  3 

2. 1 

1968  

2.3 

2.0 

1. 

.1 

.3 

2.3 

1969  

2.4 

2.1 

.1 

.1 

.2 

2.6 

1970  

2.5 

2.2 

.1 

.1 

.2 

2.8 

Hospital  insurance  trust 

fund:  1 

1967  

3.2 

2.2 

.1 

.1 

1.0 

1.9 

1968  

3.4 

2.4 

.1 

.1 

1.0 

2.9 

1969  

3.4 

2.6 

.2 

.1 

.9 

3.8 

1970..  

3.6 

2.9 

.2 

.1 

.8 

4.6 

1  These  data  do  not  include  the  effect  of  the  benefits  for  the  uninsured  (or  the  reimbursement  therefor 
from  the  General  Treasury). 


Table  4. — Estimated  progress  of  OASI,  disability  insurance,  and  hospital  insurance 

trust  funds  under  H.R.  5710 


[In  billions] 


Contribu- 

Benefit 

Other 

Other 

Net 

Fund  at 

Calendar  year 

tions 

payments 

income 

outgo 

increase 

end  of 

in  fund 

year 

OASI  trust  fund: 

1967  

$23.1 

$21.6 

$0.9 

$1.0 

$1.5 

$22.0 

1968  

24.4 

24.4 

1.1 

.9 

.2 

22.2 

1969  

29.1 

25.4 

1.5 

1.1 

4.2 

26.4 

1970  

30.7 

26.4 

1.7 

1.1 

4.9 

31.4 

Disability  insurance 

trust 

fund: 

1967  

2.3 

2.1 

.1 

.2 

.2 

1.9 

1963  

2.9 

2.3 

.1 

.2 

.5 

2.4 

1969  

3.5 

2.5 

.1 

.2 

.9 

3.4 

1970  

3.6 

2.6 

.2 

.2 

1.0 

4.4 

Hospital  insurance 

trust 

fund:1 

1967  

3.2 

2.2 

.1 

.1 

1.0 

2.0 

1968  

3.5 

2.8 

.1 

.1 

.7 

2.7 

1969  

3.7 

3.1 

.1 

.1 

.6 

3.3 

1970  

3.8 

3.3 

.2 

.1 

.1 

3.8 

1  These  data  do  not  include  the  effect  for  the  benefits  for  the  uninsured  (or  the  reimbursement  therefor  from 
the  General  Treasury). 


The  Chairman,  Have  we  had  a  situation  in  the  beginning,  that 
many  of  us  thought  might  arise,  involving  a  backlog  of  hospital  needs 
that  could  possibly  bring  about  a  greater  utilization  in  the  beginning 
than  you  would  expect  as  an  average  2  years,  3  years,  4  years  from 
now? 

Is  that  in  the  picture  at  all  ? 
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Mr.  Ball.  Mr.  Chairman,  there  are  indications  that  in  the  months 
immediately  following  the  effective  date  that  there  were  certain 
increases  in  certain  types  of  procedures,  such  as  hernia  repair,  and 
some  evidence  of  more  cataract  operations  and  that  sort,  of  thing,  but 
the  experience  we  have  to  date  is  quite  fragmentary.  As  Mr.  Myers 
says,  the  utilization  rates  would  not  be  very  far  from  the  mark,  even 
taking  into  account  the  fact  that  there  was  some  backlog. 

The  Chairman.  This  statement  is  this  so-called  Gorham  report  that 
I  am  sure  you  are  acquainted  with,  which  discusses  why  hospital  costs 
are  rising. 

The  cost  of  providing  hospital  care  is  rising  rapidly.  Wages,  which  account  for 
two-thirds  of  total  hospital  costs,  are  the  most  important  factor. 

The  wages  of  hospital  employees,  which  are  still  low  relative  to  other  sectors 
of  the  economy,  are  rising  more  rapidly  than  other  wages. 

This  increase  in  wages  has  not  been  offset  by  any  measurable  increase  in  the 
"productivity"  of  hospital  employees.  The  number  of  employees  per  patient  is 
rising,  not  falling.  Nonwage  costs  of  hospitals  are  also  rising,  reflecting  the 
growing  complexity  of  hospital  plant  and  rapid  increases  in  the  specialized 
care  facilities  available  in  hospitals. 

The  1966  acceleration  was  primarily  related  to  rising  wages  in  a  tight  labor 
market  and  increases  in  the  prices  of  things  hospitals  buy. 

"Although  Medicare  raised  hospital  occupancy  rates  in  many  places,  increased 
occupancy  does  not  generally  lead  to  higher  cost  per  patient.  However,  partici- 
pation in  Medicare  required  hospitals  to  reexamine  their  costs  and  charges.  In 
the  course  of  this  reexamination,  many  hospitals  probably  decided  to  increase 
their  charges. 

You  took  all  of  these  factors  into  consideration,  I  am  sure,  when 
you  gave  us  your  estimates  with  respect  to  the  cost  of  the  program  in 
1965  and  we  made  our  decisions.  Is  that  not  correct  ? 

Mr.  Myers.  Yes,  Mr.  Chairman.  I  attempted  to  take  all  of  those 
factors  into  account,  although  it  would  be  difficult,  as  I  am  sure  you 
would  concede,  to  know  just  how  fast  this  catching  up  will  take  place. 

The  Chairman.  If  you  want  to  add  something  for  the  record  on 
that  point,  you  may  do  so,  Mr.  Myers.  I  want  to  get  a  full  understand- 
ing of  whether  or  not  you  find  any  change  today  compared  to  your 
earlier  estimates  and  predictions  of  what  the  situation  would  be. 

That  is  my  purpose. 

Mr.  Ball,  as  I  recall  in  every  version  of  the  so-called  medicare  bills 
from  1961  up  until  and  including  the  one  that  we  finally  passed,  we 
always  excluded  the  use  of  Federal  hospitals  within  the  program  and 
there  were  reasons  why  the  Department,  as  I  remember,  even  objected 
to  the  inclusion  of  Federal  hospitals  for  the  medicare  patients. 

Now,  as  I  understand  the  bill,  you  are  proposing  that  they  be  utilized 
by  this  program.  Tell  us,  if  you  can,  what  has  prompted  the  change 
in  your  position.  I  might  say  parenthetically  that  I  think  most  of  our 
veterans  organizations,  when  they  become  aware  of  this,  are  going  to 
decide  they  don't  want  it  done  for  the  reason  that  there  is  an  ever-in- 
creasing scarcity  of  hospital  beds  for  the  non-service-connected  cases. 

That  is  true  in  most  areas  of  the  United  States.  They  would  prob- 
ably think  that  this  proposal  would  place  a  burden  on  veterans'  hospi- 
tals presumably  that  they  could  not  carry. 

Now  why  have  you  changed  your  position  ? 

Mr.  Ball.  Mr.  Chairman,  originally  we  felt  that  there  was  a  justi- 
fication for  not  including  the  Federal  hospital,  because  of  the  whole 
separate  nature  of  the  veterans'  program  and  the  facts  that  it  was 
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separately  financed  and  that  the  Congress  has  made  provision  for  it 
as  a  separate  matter. 

Our  experience  under  the  program  now  has  led  us  more  in  the  di- 
rection of  recognizing  some  of  the  complaints  which  have  been  made 
about  the  fact  that  a  veteran  who  has  contributed  under  the  social  se- 
curity program  for  hospital  benefits  may  wish  to  go  into  the  veterans' 
hospital  because  it  supplies  his  doctor  services  as  well  as  the  basic  hos- 
pital services.  These  complaints  have  led  us  to  ask  whether  Federal 
hospitals  should  not  be  treated  just  as  we  treat  State  and  local  hos- 
pitals. 

The  governmental  hospitals  would  be  reimbursed  by  social  security 
and  thereby  save  the  general  taxpayer  from  having  to  pay  for  the  care 
of  the  veteran  insured  under  medicare  who  goes  into  the  veterans'  hos- 
pital, because  he  has  paid  for  his  hospital  care  on  a  contributory  insur- 
ance basis  over  his  working  lifetime. 

The  Chairman.  Do  I  understand  correct  that  the  veterans'  hospital 
would  only  be  used  for  those  medicare  patients  who  are  veterans? 

Mr.  Ball.  Yes,  indeed,  Mr.  Chairman.  There  is  no  change  in  the 
eligibility  conditions  for  admission  and  treatment  in  the  veterans'  hos- 
pitals. It  is  simply  that,  insofar  as  the  veteran's  treatment  fell  within 
the  medicare  program  and  the  veteran  was  eligible  for  the  medicare 
program  ,  we  would  reimburse  the  veterans'  hospital  on  the  same  basis 
as  we  reimburse  other  hospitals. 

The  Chairman.  I  do  not  think  that  was  thoroughly  understood  by 
some  I  have  talked  to  in  the  veterans  organizations.  You  are  not  pro- 
posing to  utilize  the  veterans  hospitals  for  those  who  are  non veterans 
eligible  for  medicare.  You  are  proposing  only  that  a  veteran  who  is 
otherwise  entitled  to  go  to  a  VA  hospital  may  go  there  under  an  ar- 
rangement wherein  his  expenses  would  be  paid  under  the  medicare 
program  rather  than  out  of  the  appropriations  provided  for  the  VA 
hospital  program? 

Mr.  Ball.  That  is  exactly  it,  Mr.  Chairman. 

The  Chairman.  That  is  what  you  propose  ? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  That  would  save  about  $100  million  of  general 
funds  that  would  otherwise  be  disbursed  to  pay  for  hospitalization  un- 
der the  veterans  program. 

Mr.  Ball.  That  is  correct. 

The  Chairman.  Mr.  Myers,  what  does  that  do  to  the  hospital  insur- 
ance program  ?  Does  it  require  a  higher  contribution  than  we  antici- 
pated? 

Mr.  Myers.  It  would  result  in  expenditures  of  $100  million  a  year 
from  the  hospital  insurance  trust  fund  that  otherwise  would  not  have 
gone  out  of  it.  As  a  level  cost  over  the  future  years,  it  represents  about 
0.04  percent  of  taxable  payroll. 

The  way  that  is  financed  under  the  bill  is  by  raising  the  earnings 
base  and  leaving  the  contribution  rates  unchanged ;  additional  money 
is  generated  for  the  hospital  insurance  trust  fund  that  would  pay  for 
this  additional  cost. 

The  Chairman.  In  other  words,  it  is  included  in  your  estimates  for 
this  bill? 

Mr.  Myers.  Yes,  Mr.  Chairman. 
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The  Chairman.  I  do  not  know  whether  I  am  right  about  this  or 
not  because  it  is  not  legislation  from  our  committee,  but  is  there  some 
requirement  imposed  by  law  or  VA  regulation  with  respect  to  the  ad- 
missibility into  a  hospital  of  a  veteran  for  non-service-connected  rea- 
sons, having  to  do  with  a  veteran's  ability  to  pay  or  not  pay  ? 

Mr.  Myers.  Yes,  Mr.  Chairman. 

The  Chairman.  What  happens  in  the  case  of  a  veteran  who  is 
eligible  for  the  Medicare  benefits  ?  Does  he  get  to  go  into  the  hospital, 
without  a  question  being  raised  as  to  his  need  for  financing  or  not. 
How  do  you  work  that  out  with  the  VA  ? 

Mr.  Ball.  There  is  no  change  in  the  eligibility  rules  for  admission 
to  VA  hospitals. 

The  Chairman.  I  would  have  to  say  he  would  need  financial  help 
to  get  into  a  VA  hospital. 

Mr.  Ball.  That  is  correct,  but  he  is  eligible  under  the  Medicare 
portion  of  the  program. 

The  Chairman.  We  are  talking  about  the  hospital  part  of  the  pro- 
gram and  the  provision  that  generally  a  price  with  respect  to  reim- 
bursement for  the  services  of  a  physician  under  plan  B  are  not  being 
changed  in  this  respect  ? 

Mr.  Ball.  That  is  correct. 

The  Chairman.  Mr.  Myers,  the  Gorham  report  to  which  we  re- 
ferred earlier  states  that  the  wage  costs  per  patient  today  would  in- 
crease from  $27  to  about  $38  by  1970.  If  this  happens,  what  will  be 
the  average  per  diem  cost  in  1970  ? 

How  does  this  compare  with  your  earlier  estimates  ? 

Mr.  Myers.  Mr.  Chairman,  as  I  understand  that  increase  in  the 
Gorham  report,  this  is  an  increase  of  about  7  percent  per  year  and 
presumably  if  you  say  that  all  other  hospitals  costs  will  also  increase 
7  percent  a  year,  this  would  give  a  total  hospital  percent  increase  per 
year  which  is  very  much  in  line  with  what  we  used  in  the  cost  esti- 
mates, which  was  6.9  percent  increase  for  the  next  5  years,  as  compared 
to  wages  going  up  about  4  percent  a  year. 

So,  if  this  eventuated,  it  would  be  in  line  with  the  cost  estimates, 
although  we  would  still  have  to  take  into  account  the  larger  differen- 
tial than  this  which  occurred  in  1965, 1966  and  1967. 

The  Chairman.  Mr.  Ball,  you  and  I  have  talked  about  this  matter 
of  the  hospital  insurance  program  since  passage  in  1965.  Both  of 
us  thought,  or  at  least  I  gathered  it  was  your  thinking,  and  it  was  mine, 
that  we  needed  to  get  some  cost  experience  under  it  before  we  added 
significantly  to  it. 

I  notice  you  have  really  not  changed  the  benefits,  as  I  understand  it, 
but  have  added  accrual  to  the  program.  Does  it  not  increase  the  cost 
of  the  program  to  put  the  new  group  in  ? 

Mr.  Ball.  Yes,  adding  the  new  group  will  increase  costs  on  a  level- 
cost  basis,  by  0.07  percent  of  payroll,  Mr.  Chairman,  but  as  you  recog- 
nize, the  provision  for  increasing  the  earnings  base  in  those  three 
steps  very  considerably  increases  the  income  to  the  fund. 

I  should  make  il  clear  that  there  are  really  three  additional  cost 
elements  in  the  administration  proposals  that  affect  the  hospital  plans. 

The  Chairman.  That  is  inclusion  of  the  disabled,  the  radiologist, 
and  pathologists? 
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Mr.  Ball.  There  is  an  additional  cost  of  0.04  percent  of  payroll  on 
a  net  basis — an  increase  of  0.05  in  hospital  insurance  costs  as  a  result 
of  moving  certain  inpatient  diagnostic  services  to  that  part  of  the 
program,  and  a  saving  of  0.01  percent  in  hospital  insurance  costs  as 
a  result  of  moving  diagnostic  outpatient  benefits  to  the  supplementary 
medical  insurance  part. 

The  Chairman.  And  paying  the  hospitals  is  0.04  ? 

Mr.  Ball.  It  is  0.04  percent  for  paying  Federal  hospitals,  0.05. 

The  Chairman.  All  of  these  would  have  the  effect  of  running  up 
the  costs  of  the  program. 

Mr.  Ball.  Yes,  by  about  0.15  percent  of  payroll,  but  the  increase 
in  the  earnings  base  increases  income  very  considerably  and  more  than 
offsets  that. 

The  Chairman-  So  you  don't  have  any  Avorry  about  the  increased 
costs  affecting  the  solvency  of  the  fund  ? 

Mr.  Ball.  With  the  increased  earnings  base,  there  would  be  a 
greater  margin  than  under  present  law. 

The  Chairman.  In  other  words,  it  would  be  more  so. 

Mr.  Ball.  Mr.  Myers  informs  me  there  would  be  a  favorable  bal- 
ance of  0.08  percent  as  a  result  of  the  combined  changes,  compared 
to  the  present  situation  of  exact  balances  under  the  estimate. 

The  Chairman.  Let's  look  at  the  coverage  of  the  disabled — and  I 
am  not  arguing  the  point.  When  we  were  in  executive  session  con- 
sidering the  act  in  1965,  it  was  pointed  out  by  many  members  of  the 
committee  that  this  group  had  as  much  claim  to  entitlement  for  claim 
as  any  other  group  and  some  felt  they  really  had  more  claim  to  en- 
titlement than  an  individual  65  years  of  age  who  is  still  working  and 
would  be  eligible.  I  think  all  of  us  would  say  that  this  is  a  matter 
that  deserves  consideration. 

Now,  let  us  look  to  see  what  we  are  doing.  We  made  changes  in  the 
disability  program  the  last  time  we  had  the  Social  Security  Act  be- 
fore us  in  1965.  At  my  insistence,  and  I  think  I  can  say  that  on  the 
record  in  truthfulness  and  if  I  am  not  correct  you  can  correct  me,  we 
made  changes  with  respect  to  the  question  of  who  is  disabled  and  who 
is  not  disabled,  and  when  they  can  begin  drawing  payments. 

Because  of  the  concern  Ave  have  about  the  person  Avho  is  acutely  ill 
and  will  be  acutely  ill  for  a  long  period  of  time  who  had  to  Avait,  under 
the  old  law,  7  months  before  he  could  get  payment. 

We  still  require  this  Avaiting  period,  but  we  allow  him  to  get  paid 
at  the  end  of  the  6  months  rather  than  the  end  of  the  7  months.  Is 
that  Avhat  Ave  did  ? 

Mr.  Ball.  You  adopted  that  in  the  House,  but  it  Avas  not  in  the 
final  legislation. 

The  Chairman.  We  did  agree  to  a  change  in  Congress,  but  still  we 
have  had  a  6-month  waiting  period  ? 
Mr.  Ball.  Yes,  sir. 

The  Chairman.  Does  this  mean  if  Ave  provide  these  medical  bene- 
fits for  people  Avho  are  disabled  under  this  definition  of  existing  law, 
that  Ave  are  really  making  medical  benefits  available  in  the  case  of 
illnesses  lasting  for  more  than  6  months? 

Is  that  the  real  meaning  of  it  ? 

Mr.  Ball.  Yes,  Mr.  Chairman.  In  effect,  Avith  perhaps  some  tech- 
nical qualifications,  the  medicare  protection  would  be  available  only 
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while  the  individual  was  eligible  for  the  cash  benefit.  That  would  be 
after  the  6  months'  waiting  period.  And  if  he  recovered  or  got  a  job 
and  his  cash  benefits  were  terminated,  he  would  lose  his  rights  to  medi- 
care under  the  same  circumstances. 

The  Chairman.  I  suspect  somebody  will  characterize  this  as  a  cata- 
strophic national  health  insurance  program  for  the  benefit  of  those 
who  work. 

Mr.  Ball.  The  protection  would  be  there  only  while  an  individual 
was  unable  to  work  and  had  been  for  a  substantial  period  of  time. 

The  Chairman.  He  becomes  ill  and  stays  ill  for  6  months.  Then 
we  pick  him  up.  Isn't  that  catastrophic  illness  ? 

Mr.  Ball.  You  pick  him  up  only  on  the  basis  of  a  prognosis  that 
his  total  disability  will  last  for  another  6  months. 

The  Chairman.  Anyone  who  wants  to  be  argumentative  about  it 
may  well  so  characterize  it. 

Let  me  look  at  this  new  part  C,  Mr.  Ball.  Explain  it  in  more  detail 
to  us.  I  don't  think  we  yet  have  a  full  explanation  in  the  record  of 
part  C  and  what  is  in  it,  the  changes  that  have  been  made  with  re- 
spect to  A  and  B  as  a  result  of  it. 

Mr.  Ball.  Let  me  go  into  it  now.  The  present  provision  is  very 
complicated.  Although  the  proposals  are  big  simplifications,  when 
you  put  them  together,  it  is  a  complicated  discussion,  and  I  would  like 
your  permission  to  insert  in  the  record  a  description  of  the  present 
provisions  and  the  proposal. 

The  Chairman.  Without  objection,  we  will  have  that  understood 
anythime  any  witness  wants  to  make  a  fuller  explanation  for  the 
record. 

Mr.  Ball.  At  this  point  in  the  record  I  should  like  to  insert  into  the 
record  an  explanation  of  part  C. 
The  Chairman.  Without  objection  the  explanation  will  be  inserted. 

Outpatient  Hospital  and  Diagnostic  Specialty  Benefits  for  the 
Aged  and  Disabled — Proposed  Part  C 

Present  law 

Under  present  law,  payment  for  the  nonprofessional  services  the  hospital  pro- 
vides to  outpatients  is  made  to  the  hospital  by  the  part  A  intermediary  on  a  cost 
basis  but  the  payment  as  divided  between  the  two  parts  of  the  program.  Cov- 
erage is  under  part  A,  subject  to  a  $20  deductible,  where  the  services  are  diagnos- 
tic in  nature;  and  coverage  is  under  part  B,  subject  to  the  part  B  $50  annual 
deductible,  if  the  services  are  therapeutic  in  nature.  In  both  cases  a  20  percent 
coinsurance  applies  after  the  deductible  is  met.  Payments  toward  the  $20 
deductible  under  part  A  are  counted  as  "expenses"  of  the  patient  covered  by 
part  B. 

Also  under  present  law,  payment  for  physicians'  professional  services  direct  to 
patients  are  covered  only  under  part  B.  As  a  result,  payment  for  diagnostic 
x-ray  and  laboratory  procedures  performed  in  hospitals  are  divided  between 
parts  A  and  B  regardless  of  whether  furnished  to  a  hospital  inpatient  or  out- 
patient. Under  the  law.  the  portion  of  the  customary  charges  which  is  estimated 
to  be  attributable  to  a  physician's  services  to  a  patient  are  covered  under  part  B 
and  subject  to  the  $50  deductible  and  other  part  B  limitations,  whereas  the 
hospital's  expenses  for  nonphysician  services  to  inpatients  and  for  the  physician's 
administrative  services  and  his  other  services  which  benefit  patients  generally 
are  covered  under  part  A.  The  part  B  payments  for  the  physician's  services  to 
the  patient  are  made  by  the  part  B  carrier  and  the  part  A  reimbursment  is  made 
by  the  part  A  intermediary. 
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Background 

Experience  with  the  operation  of  the  medicare  program  indicates  that  certain 
changes  are  needed  in  the  legislative  provisions  governing  outpatient  hospital 
benefits  and  reimbursement  for  diagnostic  x-ray  and  laboratory  procedures  fur- 
nished hospital  inpatients.  What  is  proposed  is  different  from  present  law  and 
different  from  the  Administration  bill  of  1965.  The  proposed  part  C  is  designed 
to  simplify  administration  and  to  do  away  with  the  confusion  on  the  part  of 
hospitals,  physicians,  intermediaries  and  beneficiaries  that  has  arisen  over 
these  complicated  provisions. 

The  present  division  of  diagnostic  x-ray  and  laboratory  services  between 
parts  A  and  B  makes  it  necessary,  generally,  for  hospitals  and  physicians  to 
agree,  for  medicare  billing  purposes,  on  a  troublesome  allocation  of  physicians' 
services  into  the  so-called  part  A  and  part  B  components  And  even  though  the 
hospital  bills  for  both  components,  it  must  bill  for  and  account  for  them  sep- 
arately under  medicare.  In  the  outpatient  department  of  hospitals  distinctions 
also  have  to  be  made  between  physicians'  and  nonphysicians'  services,  and  be- 
tween diagnostic  and  therapeutic  services.  Moreover,  it  is  necessary  to  apply 
the  separate  deductible  provisions  to  charges  for  diagnostic  services  and  ther- 
apeutic services.  Hospitals  must  keep  track  of  small  charges  that  do  not  reach 
$20  within  a  20-day  period  and  are  not  reimbursable  to  them  but  are  to  be  col- 
lected from  the  patient,  who  may  be  reimbursed  under  the  medical  insurance 
program ;  and  physicians  must  be  asked  to  certify  to  the  necessity  of  quite  minor 
services  involving  small  charges.  From  the  standpoint  of  the  patient  as  well  as 
the  hospital  and  the  physician,  another  of  the  most  troublesome  aspects  of  the 
medicare  program  is  the  patient  responsibility  for  a  deductible  and  coinsurance 
on  that  part  of  hospital  laboratory  procedures  which  are  determined  to  be  a 
professional  service.  The  billing  for  20  percent  of  these  typically  small  amounts 
has  proved  to  be  very  difficult  for  the  patient  to  understand  and  is  a  nuisance 
to  hospital  administration. 

Proposal 

Amend  title  XVIII  to  establish  a  new  part  C  which  provides  for  the  coverage 
of,  and  reimbursement  for,  services  to  hospital  outpatients  and  diagnostic  spe- 
cialty services  furnished  to  hospital  inpatients.  Benefits  for  all  services  to  hos- 
pital outpatients  would  be  available  to  part  B  enrollees,  subject  to  the  part  B 
$50  deductible  and  other  part  B  provisions,  and  would  be  financed  from  the  part 
B  tru^t  fund.  AM  dia^no^tic  services  to  inpatients  would  be  available  to  all  per- 
sons eligible  for  benefits  under  part  A  and  the  diagnostic  "specialty  services  would 
be  exempted  from  the  deductible  and  coinsurance. 

Effect  of  the  proposal 

The  establishment  of  a  new  part  C  would  simplify  administration  by  permitting 
payment  for  services  to  hospital  outpatients,  now  covered  under  part  A  or  part  B, 
to  be  handled  as  a  single  benefit,  with  a  single  rule  for  determining  eligibility 
for  payment,  the  liability  of  the  patient  and  trust  fund  accountability.  Benefits 
for  all  services  to  hospital  outpatients  would  be  available  to  part  B  enrollees. 
would  be  subject  only  to  the  part  B  deductible  and  coinsurance,  and  would  be 
financed  from  the  part  B  trust  fund. 

The  handling  of  all  diagnostic  services  to  inpatients  as  a  single  benefit  under 
part  C  which  would  be  available  to  all  persons  eligible  for  part  A  benefits  would 
also  produce  administrative  simplifications.  Under  the  new  part  C,  all  the  aged 
would  be  protected  against  the  full  costs  of  inpatient  diagnostic  X-ray  and  labora- 
tory tests.  Because  the  proposal  we  are  recommending  would  eliminate  the 
application  of  deductibles  and  coinsurance  to  these  services  the  plan  would  make 
it  unnecessary  to  distinguish  between  the  professional  and  the  nonprofessional 
component  of  such  services. 

Questions  and  Answers  on  the  Effect  of  the  Proposed  Medicare  Part  C 
1.  How  would  the  proposal  help  hospitals? 

The  new  part  C  would  greatly  simplify  the  medicare  benefit  structure  and 
administration  in  two  important  areas  of  coverage:  (1)  services  to  outpatients 
of  hospitals;  and  (2)  diagnostic  X-ray  and  laboratory  services  to  hospital  inpa- 
tients and  outpatients  that  are  provided  by  physicians. 

Hospital  patients  receive  a  broad  range  of  services,  including  diagnostic  and 
therapeutic  supplies  and  services  furnished  by  hospital  personnel  and  diagnostic 
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X-ray  and  laboratory  services  provided  by  or  under  the  supervision  of  physicians. 
When  the  professional  diagnostic  services  are  billed  for  by  the  hospital,  they  are 
customarily  paid  for  by  third  parties  on  the  same  basis,  and  as  part  of  the  same 
claim,  as  the  nonprofessional  hospital  services.  The  medicare  law  complicates 
reimbursement  for  hospital  services  and  diagnostic  specialty  services  by  depart- 
ing from  this  traditional  billing  and  payment  approach  in  two  important  respects  : 

a.  Under  the  medicare  law,  payment  for  the  nonprofessional  services  the 
hospital  provides  to  outpatients  is  made  to  the  hospital  by  the  part  A  inter- 
mediary on  a  cost  basis  but  the  payment  is  divided  between  the  two  parts 
of  the  program :  coverage  is  under  part  A,  subject  to  a  $20  deductible,  where 
the  services  are  diagnostic  in  nature ;  and  under  part  B,  subject  to  the  part  B 
$50  annual  deductible,  if  the  services  are  therapeutic  in  nature.  In  both 
cases  a  20-percent  coinsurance  applies  after  the  deductible  is  met.  Pay- 
ments toward  the  $20  deductible  under  part  A  are  counted  as  "expenses" 
of  the  patient  covered  by  part  B. 

b.  Payment  for  physicians'  professional  services  direct  to  patients  is  cov- 
ered only  under  part  B.  As  a  result,  payment  for  diagnostic  X-ray  and 
laboratory  procedures  performed  in  hospitals  is  divided  between  parts  A  and 
B  regardless  of  whether  furnished  to  a  hospital  inpatient  or  outpatient. 
Under  the  law,  the  portion  of  the  hospital's  customary  charges  which  is  esti- 
mated to  be  attributable  to  a  physician's  services  to  the  patient  is  covered 
under  part  B  and  subject  to  the  $50  deductible  and  other  part  B  limitations, 
whereas  the  hospital's  expenses  for  nonphysician  services  to  inpatients  and 
for  the  physician's  administrative  services  and  his  other  services  which  bene- 
fit patients  generally  are  covered  under  part  A.  The  part  B  payments  for  the 
physician's  services  to  the  patient  are  made  by  the  part  B  carrier,  and  the 
part  A  reimbursement  is  made  by  the  part  A  intermediary. 

The  present  division  of  diagnostic  X-ray  and  pathology  services  between  parts 
A  and  B  makes  it  necessary  for  hospitals  and  physicians  to  agree,  for  medicare 
billing  purposes,  on  a  troublesome  allocation  of  physicians'  services  into  the 
so-called  part  A  and  part  B  components ;  and  even  where  the  hospital  bills  for 
both  components,  it  must  bill  for  and  account  for  them  separately  under  medi- 
care. The  additional  work  and  complexity  are  a  wholly  additive  administrative 
burden  for  hospitals  since  the  charges  which  are  established  serve  no  purpose 
beyond  medicare  reimbursement.  There  are  also  the  complications  of  having 
two  separate  intermediaries  involved  in  the  reimbursement  of  what  other  third 
parties  treat  as  a  single  claim.  Finally,  inequities  arise  under  present  law 
when  errors  in  estimating  the  data  used  in  determining  the  charges  for  a  hos- 
pital-based physician's  service  result  in  paying  too  much  or  too  little. 

The  establishment  of  a  new  part  C  would  simplify  administration  by  per- 
mitting payment  for  services  to  hospital  outpatients  to  be  handled  as  a  single 
benefit,  with  a  single  rule  for  determining  eligibility  for  payment,  patient  and 
medicare  liability  and  fund  accountability.  Benefits  for  all  services  to  hospital 
outpatients  (including  hospital  diagnostic,  hospital  therapeutic,  and  physician 
X-ray  and  laboratory  services)  would  be  available  to  part  B  enrollees,  subject 
to  the  limitations  provided  for  under  part  B  and  paid  from  the  part  B  trust 
fund. 

All  diagnostic  X-ray  and  laboratory  services  to  inpatients  would  also  be 
handled  as  a  single  benefit.  Under  the  new  part  C,  all  persons  who  are  eligible 
for  part  A  benefits  would  be  protected  against  all  the  costs  of  inpatient  diag- 
nostic X-ray  and  laboratory  tests.  No  deductible  or  coinsurance  requirement 
would  be  applicable  to  diagnostic  speciality  services,  so  that  where  inpatient 
diagnostic  services  are  billed  for  in  the  form  of  a  combined  charge  for  physician 
and  nonphysician  services  no  breakdown  would  be  required.  The  proposal 
would  also  make  it  unnecessary  to  divide  the  responsibility  for  reimbursement  for 
the  services  in  question  between  the  intermediary  and  carrier  where  the  hos- 
pital handles  the  billing  for  both  the  hospital  and  physician  components.  In 
these  cases,  an  intermediary,  acting  both  in  the  capacity  of  an  intermediary  and 
a  carrier,  would  make  all  the  required  determinations  on  the  basis  of  the  com- 
pensation the  physician  receives  and  other  costs  the  hospital  incurs  in  making 
diagnostic  services  available. 

Beneficiary  understanding  and  hospital  procedures  would  be  greatly  simplified 
by  bringing  the  requirements  of  the  medicare  program  generally  into  line  with 
the  usual  billing  practices  of  hospitals  and  the  payment  methods  of  private 
insurance  organizations.   The  effect  of  the  proposal  is  to  take  pieces  of  coverage 
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that  are  now  split  between  parts  A  and  B  and  rearrange  them  into  a  more 
consistent  and  viable  pattern  and  to  eliminate  distinctions  concerning  eligibility, 
payment  methods  and  fund  accountability  that  have  proved  to  be  extremely 
difficult  to  carry  out. 

2.  How  would  the  proposal  help  physicians  who  do  their  own  billing? 

As  at  present,  the  law  would  leave  physicians  entirely  free  to  bill  the  patient 
direct,  to  accept  an  assignment  and  bill  the  medicare  program,  or  to  authorize 
the  hospital  to  bill  for  their  services.  Physicians  who  choose  to  bill  direct  for 
their  diagnostic  specialty  services  would  benefit  from  two  significant  simplifi- 
cations afforded  by  the  proposed  new  part  C  : 

a.  The  proposal  would  significantly  simplify  the  physicians'  billing  where 
inpatients  are  involved.  Under  present  law,  the  physician  must  look  to  the 
patient  for  payment  of  the  20-percent  coinsurance  in  all  cases  and  for  the 
payment  of  some  or  all  of  the  balance  where  the  patient  has  not  satisfied 
the  $50  deductible  requirement.  Since  there  would  be  no  deductible  or  co- 
insurance applicable  to  such  services,  the  physician  could  bill  only  the 
program  for  the  entire  payment. 

b.  Under  present  law,  the  "reasonable  charges"  of  hospital-based  physi- 
cians, which  serve  as  the  measure  of  reimbursement  for  physicians'  services 
under  part  B.  are  based  on  the  physician's  professional  services  to  the  indi- 
vidual patient.  The  reasonable  charges  cannot  take  into  account  the  services 
of  the  physician  which  benefit  the  institution  or  patients  as  a  group  (e.g., 
administration,  general  supervision  of  laboratory  technicians,  etc.)  ;  these 
are  paid  for  under  part  A  because  they  are  services  to  the  hospital.  The 
need  to  reach  a  decision  on  the  allocation  of  a  physician's  services  between 
parts  A  and  B  has  proved  quite  troublesome  to  intermediaries,  hospitals  and 
physicians.  Many  physicians  have  resented  the  need  to  make  an  allocation 
of  certain  of  their  services  to  part  A  because  they  have  felt  that  this  implies 
that  these  services  are  somewhat  less  than  professional.  Also,  the  resulting 
reduction  in  the  reasonable  charge  recognized  under  part  B  seems  in  the 
view  of  the  physicians  to  minimize  the  importance  of  their  role  in  the  pro- 
vision of  services — especially  where  the  physician  does  his  own  billing. 
The  proposal  avoids  these  problems  by  covering  both  categories  of  services 
under  part  C  as  a  single  benefit  and  leaving  the  physician  who  wishes  to 
bill  for  both  free  to  do  so. 

The  proposed  changes  would  not  affect  the  present  provisions  governing  re- 
imbursement for  physicians'  services  other  than  diagnostic  X-ray  and  laboratory 
services  provided  to  hospital  inpatients  and  outpatients. 

3.  How  would  the  proposed  legislation  help  beneficiaries? 

The  proposed  handling  of  deductibles  and  coinsurance  would  represent  a  sig- 
nificant simplification  for  beneficiaries.  First,  it  would  be  unnecessary  when  the 
beneficiary  is  a  hospital  inpatient  for  either  the  physician  or  the  hospital  to 
bill  the  patient  for  any  part  of  a  diagnostic  X-ray  or  laboratory  service.  Billing 
for  the  part  B  deductible  and  coinsurance  amounts  attributable  to  the  physician 
portion  of  inpatient  diagnostic  services  have  been  a  source  of  confusion  and 
resentment  for  beneficiaries  who  previously  were  covered  under  hospital  benefit 
plans  that  paid  for  the  entire  service.  And  by  making  the  total  services  sub- 
ject to  the  part  B  $50  deductible  when  furnished  to  an  outpatient,  the  proposal 
will  avoid  the  confusion  that  arises  under  present  law  in  the  case  of  diagnostic 
services  because  only  the  physician  component  is  subject  to  the  part  B  deductible 
whereas  the  hospital  component  is  subject  to  a  $20  deductible. 

4.  What  effect  would  the  proposal  have  on  existing  intermediary  and  carrier 
activities  ? 

At  present,  part  A  intermediaries  are  responsible  for  determining  what  por- 
tion of  the  compensation  a  physician  receives  through  a  hospital  is  for  the 
physician's  services  to  the  institution  which  are  covered  under  part  A.  The 
carrier  is  responsible,  as  a  first  step  in  computing  the  physician's  reasonable 
charge,  for  determining,  on  the  basis  of  information  obtained  by  the  inter- 
mediary, what  portion  of  the  compensation  is  attributable  to  his  services  to  the 
individual  patient.  By  covering  both  components  of  the  physician's  services 
under  part  C,  the  proposal  would  make  it  unnecessary  to  divide  the  responsibility 
for  reimbursement  for  the  services  in  question  between  the  two  organizations. 
In  those  cases  where  the  hospital  bills  for  the  physician's  services,  the  inter- 
mediary, acting  both  in  the  capacity  of  an  intermediary  and  a  carrier,  would 
make  all  the  required  determinations  necessary  to  make  payment  on  the  basis 
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of  the  compensation  the  physician  receives  from  the  hospital  and  other  costs 
the  hospital  incurs  in  making  diagnostic  services  available.  Where  the  physi- 
cian bills,  the  carrier  would  be  responsible  for  determining  the  amount  payable 
to  the  physician  for  his  services. 

5.  How  does  the  proposal  differ  from  the  so-called  "Douglas  Amendment"? 

An  essential  difference  is  that  the  Douglas  Amendment  would  have  differen- 
tiated between  physicians  whose  services  are  billed  for  by  the  hospital  and 
physicians  who  do  their  own  billing,  in  a  manner  that  many  physicians  felt  was 
unfair  to  hospital-compensated  physicians — i.e.,  the  services  of  the  physician 
who  does  his  own  billing  would  have  been  covered  under  part  B  on  the  same 
basis  as  other  physicians'  services  whereas  physicians'  services  that  are  billed 
for  by  the  hospital  would  have  been  reimbursed  as  a  hospital  service. 

The  proposed  legislation  makes  no  such  distinction.  Under  it,  all  physicians' 
diagnostic  specialty  services  would  be  reimbursed  through  the  new  part  C  on  a 
reasonable  charge  basis  regardless  of  the  method  of  billing;  the  nature  of  the 
financial  arrangement  that  the  physician  and  hospital  have  entered  into  would 
have  no  bearing  on  the  kind  of  deductible  and  coinsurance  provisions  applied 
or  the  source  of  the  funds  from  which  the  medicare  payments  would  be  financed. 

6.  Illustrate  how  hospital  billing  and  payment  under  the  new  part  C  would 
differ  from  present  law. 

Perhaps  the  best  illustration  of  the  simplification  afforded  by  the  proposal 
would  be  the  case  where  a  beneficiary  is  admitted  as  an  outpatient  to  receive 
diagnostic  or  therapeutic  services  in  a  hospital  which  bills  for  the  laboratory 
and  X-ray  services  of  its  pathologists  and  radiologists.  Under  the  present  law, 
it  is  necessary  to  identify  the  charges  for  the  diagnostic  hospital  services,  thera- 
peutic hospital  services  and  physicians'  services  because  they  must  be  billed 
for  on  three  entirely  different  bases:  (1)  the  outpatient  hospital  diagnostic 
services  (including  physicians'  related  institutional  services)  are  billed  for  on 
a  cost  basis  to  the  part  A  intermediary  subject  to  the  $20  deductible  and  20- 
percent  coinsurance  requirements;  (2)  the  outpatient  hospital  therapeutic  serv- 
ices are  billed  for  on  a  cost  basis  to  the  part  A  intermediary  subject  to  the 
.$50  annual  part  B  deductible  and  20-percent  coinsurance  requirement;  and  (3) 
the  physician's  diagnostic  X-ray  and  laboratory  services  to  the  individual  pa- 
tient are  billed  to  the  part  B  carrier  subject  to  the  $50  annual  part  B  deductible 
and  20-percent  coinsurance  requirements.  To  further  complicate  matters,  pay- 
ments made  toward  the  $20  outpatient  hospital  diagnostic  services  deductible 
are  counted  as  covered  expenses  under  part  B.  The  interim  reimbursable-cost 
payments  made  under  parts  A  and  B  for  outpatient  hospital  services  throughout 
the  hospital's  accounting  year  are  based  on  estimates  and  are  subject  to  adjust- 
ment at  the  end  of  the  year  when  confirmed  cost  data  is  available.  Similarly, 
the  payments  made  for  the  physician's  services  are  based  on  estimates  derived 
from  the  hospital-physician  agreement,  but  the  program  makes  no  provision  for 
retroactive  adjustment  of  the  program's  part  B  payments  for  the  physician's 
services  where  the  confirmed  fiscal  data  indicates  at  the  end  of  the  year  that 
the  initial  estimates  of  the  physician's  medicare  payments  were  too  high  or 
too  low. 

The  proposal  would  vastly  simplify  outpatient  billing.  The  hospital's  diag- 
nostic services,  the  hospital's  therapeutic  services  and  the  physician's  diagnostic 
specialty  services  would  be  subject  to  the  same  provisions  :  reimbursement  would 
be  related  to  the  physician's  compensation  and  other  costs  the  hospital  incurs 
(and  subject  to  retroactive  adjustment)  ;  and  the  three  categories  of  services 
would  be  subject  to  the  part  B  deductible  provisions  only. 

Mr.  Ball.  There  are  two  aspects  to  this  part  C,  Mr.  Chairman. 
One  relates  to  a  consolidation  of  hospital  outpatient  benefits,  and  the 
other  relates  to  inpatient  diagnostic  X-ray  and  laboratory  services. 

The  Chairman.  Let  me  ask  you  at  this  point :  What  you  are  refer- 
ring to  now  is  included,  is  it  not  ?  You  are  talking  about  what  is  in- 
cluded in  part  C  when  you  say  outpatient  hospital  diagnostic  services  ? 

Mr.  Ball.  Under  the  present  law,  Mr.  Chairman,  outpatient  diag- 
nostic services  are  in  part  A. 

The  Chairman.  I  am  talking  about  what  is  included  in  plan  B. 

Mr.  Ball.  We  would  have  both  outpatient  diagnostic  and  other 
outpatient  services  included  in  part  C. 
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The  Chairman.  But  you  have  those  outpatient,  therapeutic  and 
rehabilitative  services. 

Mr.  Ball.  Under  the  present  law  hospital  outpatient  services  other 
than  diagnostic  are  in  part  B  and  they  would  be  moved  to  part  C  under 
the  proposal. 

The  Chairman.  Did  you  move  that  over  into  part  C? 
Mr.  Ball.  Yes,  sir. 

The  Chairman.  You  have  also  in  part  C,  have  you  not,  outpatient 
hospital,  therapeutic  or  rehabilitative  services  which  are  not  covered 
under  part  B  ? 

Mr.  Ball.  TTe  have  not  extended  the  coverage  in  either  part.  As 
far  as  outpatient  hospital  services  are  concerned,  at  the  present  time 
they  are  divided  between  part  A  and  part  B.  We  are  putting  them  all 
in  part  C. 

The  Chairman.  But  you  are  not  enlarging  them  to  put  in  C  more 
in  this  respect  than  we  find  in  existing  law  under  either  plan  ? 

Mr.  Ball.  That  is  correct.    It  is  a  consolidation  of  the  two. 

Another  important  point  is  that  it  involves  a  dropping  of  the  $20 
20-day  test  that  now  exists  in  the  definition  of  outpatient  diagnostic 
services. 

The  present  provision,  Mr.  Chairman,  when  you  put  parts  A  and  B 
together,  is  extremely  complicated  for  the  hospitals,  physicians  and 
patients  to  understand.  They  have  to  distinguish  whether  it  is  a  diag- 
nostic service  or  a  therapeutic  service,  and  if  it  is  diagnostic,  whether 
$20  in  costs  were  incurred  within  20  days,  separating  the  physicians' 
services  from  these  of  people  who  are  non-physicians.  Under  our  con- 
solidation all  outpatient  services  are  treated  the  same,  without  any 
$20  test  or  20-day  test,  and  are  subject  to  the  same  $50,  80-percent  co- 
insurance that  exists  in  part  B. 

The  Chairman.  Will  there  be  no  outpatient  diagnostic  services 
available  under  A  at  all  ? 

Mr.  Ball.  They  would  all  be  put  into  C 

The  Chairman.  As  I  hurriedly  read  the  bill,  it  seems  to  me  that  you 
are  making  eligible  tho^e  for  plan  C  only  those  people  who  are  eligible 
under  plan  B. 

Mr.  Ball.  That  is  correct  for  outpatient  services. 

The  Chairman.  Is  this  a  cutback  then  in  outpatient  diagnostic 
services  \ 

Mr.  Ball.  There  is  a  cutback,  for  the  7  percent  of  the  aged  who  do 
not  have  part  B  coverage,  of  that  part  of  dignostic  outpatient  non- 
physician  services  that  would  meet  a  $20  test  within  a  20-day  period. 
That  is  the  only  outpatient  benefit  that  was  covered  under  the  present 
law  for  these  people,  and  we  found,  Mr.  Chairman,  from  experience 
that  very  few  procedures  met  that  test  of  $20  within  20  days,  and  that 
most  of  the  outpatient  diagnostic  services  were  moving  over  into  part  B 
with  the  other  outpatient  services  because  they  didn't  meet  the  test. 
But  it  is  true,  as  you  have  defined  it,  that  for  the  7  percent  of  the  peo- 
ple who  do  not  elect  coverage  under  part  B  there  is  that  loss,  and  that 
is  the  reason  why  there  is  a  reduction  in  cost  of  0.01  percent  of  taxable 
payroll  in  part  A  to  set  off  against  the  increase  of  0.05  percent  taxable 
payroll  that  was  mentioned. 

The  Chairman.  Services  by  hospitals,  as  I  understand  it,  are  paid 
at  the  rate  of  80  percent  under  your  plan  C — 80  percent  reasonable 
cost. 
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Mr.  Ball.  We  are  speaking  now  of  the  outpatient  cost. 

The  Chairman.  Yes,  any  hospital  payment  under  plan  C  would  be 
reimbursed  at  80  percent  of  the  cost  ? 

Mr.  Ball.  Of  the  outpatient  services,  that  is  right. 

The  Chairman.  Services  by  the  pathologist  and  radiologist  would 
also  be  on  the  basis  of  80  percent  ? 

Mr.  Ball.  No,  on  the  part  that  applies  to  inpatients,  their  X-rays 
and  diagnostic  services — one  of  the  big  improvements  

The  Chairman.  We  are  talking  about  plan  C  which,  as  I  understand 
it,  relates  to  outpatient  

Mr.  Ball.  Part  C  has  two  parts  to  it.  The  part  that  is  of  primary 
interest,  as  far  as  laboratory  services  and  X-ray  diagnostic  services  are 
concerned,  is  really  the  inpatient  services.  That  is  where  the  big  part 
of  it  is.  The  big  change  there  under  the  proposal  is  to  drop  the  deduc- 
tible and  coinsurance  applicable  to  those  services 

At  the  present  time  the  part  of  the  laboratory  service  or  the  diag- 
nostic X-ray  service  that  is  attributable  to  a  physician  must  be  sepa- 
rated from  the  rest  to  find  the  professional  component.  That  part  of 
the  services  represents  the  professional  component,  and  just  that  part, 
of  each  X-ray  or  laboratory  service  is  subjected  to  an  80-percent  co- 
insurance, and  is  also  subject  to  the  $50  deductible  that  applies  to 
part  B. 

The  Chairman.  It  is  an  addition,  then,  for  purposes  of  the  $50  de- 
ductible to  the  costs  of  plan  B  ? 

Mr.  Ball.  From  a  cost  standpoint,  to  part  A.  Including  these  serv- 
ices in  part  C  without  a  deductible  or  coinsurance  and  charging  the 
cost  to  hospital  insurance  is  the  reason  for  the  added  cost  of  .04  per- 
cent of  taxable  payroll  for  A.  It  is  of  significant  additional  value  to 
the  beneficiary,  but  a  great  simplification  also  in  administering  this 
program,  since  there  would  be  no  deductible  and  no  coinsurance,  and 
it  would  no  longer  be  necessary  to  make  the  distinctions  that  must  now 
be  made. 

The  Chairman.  You  set  up  a  separate  fund  and  this  would  be  the 
fund  to  finance  plan  C  ? 

Mr.  Ball.  We  have  not  in  the  bill  actually  set  up  a  separate  fund, 
Mr.  Chairman.  The  way  plan  C  would  operate,  the  cost  of  the  out- 
patient hospital  benefits  would  be  paid  from  the  plan  B  trust  fund, 
and  the  cost  of  the  inpatient  diagnostic  X-ray  and  laboratory  services 
would  be  paid  from  the  plan  A  trust  fund,  and  the  eligibility  provi- 
sions are  comparable. 

The  Chairman.  It  does  not  take  a  special  fund  for  plan  C? 

Mr.  Ball.  No. 

The  Chairman.  You  don't  have  any  problem  then  with  the  estab- 
lishment of  intermediaries  for  plan  C  since  you  have  them  for  A 
and  B? 

Mr.  Ball.  It  is  a  considerable  simplification,  because  we  generally 
have  two  intermediaries  operating  in  the  same  area  at  the  present  time 
as  far  as  hospital-based  physicians  in  pathology  and  radiology  are 
concerned. 

The  Chairman.  What  method  of  payment  to  the  physicians  do  you 
provide  in  plan  C  ? 

Mr.  Ball.  Under  plan  C  the  physician  is  on  a  reasonable  charge 
basis,  as  he  is  under  plan  B  
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The  Chairman.  Do  you  use  the  same  alternative  arrangement  for 
payment  of  the  physician  in  plan  C  that  you  presently  provide  in 
planB? 

Mr.  Ball.  It  is  still  the  theory  of  a  reasonable  charge,  Mr.  Chair- 
man, but  it  is  not  necessary  that  the  charge  be  separated  out,  because 
since  there  is  no  deductible  and  no  coinsurance  attached  to  it,  the 
patient  is  not  involved  and  there  does  not  need  to  be  a  separate  bill  for 
a  50-cent,  75-cent,  or  $1  charge  for  the  professional  component  and 
the  billing  to  the  patient  for  20  percent  of  that  component. 

The  Chairman.  Covering  briefly,  if  you  will,  this  diagnostic  spe- 
cialty service  for  hospital  inpatients.  I  have  asked  you  about  the 
outpatients.  Would  those  under  part  A  be  eligible  for  that  under 
planC? 

Mr.  Ball.  Yes,  sir ;  automatically. 

The  Chairman.  The  basis  of  payment  would  be  the  full  reasonable 
charges  ? 

Mr.  Ball.  As  far  as  the  doctor  is  concerned,  it  would  be  the  reason- 
able charge,  but  actually  in  practice  the  arrangements  between  the 
hospital  and  the  physicians — the  pathologists  and  the  radiologists — 
determine  what  that  reasonable  charge  would  come  to. 

The  Chairman.  The  intermediary  serving  you  under  plan  B  would 
be  the  intermediary  for  plan  C  and  not  the  intermediary  on  plan  A  ? 

Mr.  Ball.  No;  for  inpatient  services  it  would  normally  be  the  in- 
termediary who  works  with  the  hospital  under  plan  A. 

The  Chairman.  That  would  be  making  the  payment  to  the  physi- 
cian? 

Mr.  Ball.  No  ;  the  physician  would  ordinarily  be  paid  though  the 
hospital.  He  could  bill  directly,  but  he  would  not  have  to. 

The  Chairman.  We  were  trying  to  keep  physician  payments  out  of 
plan  A.  Now  are  we  getting  back  into  this  situation  where  physicians 
will  be  paid  finally  out  of  plan  A  money  ?  That  was  what  we  tried  to 
distinguish  there,  between  institutions  and  individuals.  Are  we  get- 
ting back  into  problems  here  ? 

Mr.  Ball.  No;  I  don't  really  believe  so,  Mr.  Chairman.  Actually 
Ave  are  avoiding  some  of  the  problems  that  we  had. 

The  Chairman.  I  can  understand  the  people  under  plan  A  being 
eligible  for  this  inpatient  treatment,  but  if  you  have  your  plan  B  in- 
termediary for  physicians'  charges  now,  why  do  you  want  to  bother 
getting  over  into  your  plan  A  intermediaries  to  pay  for  this  inpatient 
treatment  that  is  provided  in  C  ?   Why  not  stick  with  the  B  ? 

Mr.  Ball.  The  key  point,  Mr.  Chairman,  is  the  elimination  of  the 
deductible  and  coinsurance.  The  reason  now  that  we  have  to  separate 
out,  in  most  cases,  the  physician  component  in  an  X-ray  charge  or  in 
a  laboratory  charge  is  because  the  physician  components  moves  to  part 
B  and  the  80-percent  coinsurance  has  to  be  applied  to  it. 

The  Chairman.  In  other  words,  if  the  physician  assigns  his  claim 
to  the  hospital — is  that  what  we  are  talking  about  ? 

Mr.  Ball.  Yes ;  he  can  be  paid  through  the  hospital.  Since  there  is 
no  deductible  or  coinsurance,  the  patient  is  not  involved  and  it  can  be 
handled  without  the  separation  of  the  physician  component. 

The  Chairman.  You  still  have  the  services  rendered  by  the  physi- 
cian or  pathologist  and  radiologist. 
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Mr.  Ball.  His  reimbursement  would  be  a  matter  between  the  hos- 
pital and  the  physician. 

The  Chairman.  What  happens  if  he  does  not  assign  ? 

Mr.  Ball.  The  physician  would  still  have  a  right  to  bill  directly 
under  plan  C. 

The  Chairman.  And  be  paid  out  of  plan  B  ? 

Mr.  Ball.  He  could  be  paid  out  of  Plan  Bonly  for  outpatient  serv- 
ices. Really  there  would  be  no  particular  incentive  for  billing  one  way 
or  another  under  this  plan.  The  physician  would  come  out  the  same 
and  the  full  bill  would  be  paid  for  the  patient  in  either  event. 

The  Chairman.  It  would  be  the  inducement  of  getting  100  percent 
versus  80  percent. 

In  my  questions  now  I  will  refer  to  so-called  hospital-based  physi- 
cians. Does  the  new  plan  C  pay  for  the  radiologist  and  pathologist 
out  of  the  hospital  inpatient  fund  ?  I  want  to  be  clear  on  that  ? 

Mr.  Ball.  Yes,  Mr.  Chairman ;  for  inpatient  services. 

The  Chairman.  We  are  agreed  this  is  paid  out  of  the  so-called 
medical  insurance  trust  fund  under  the  existing  law  ? 

Mr.  Ball.  Yes. 

The  Chairman.  Mr.  Myers,  what  will  this  do  to  your  hospital  trust 
fund,  in  terms  of  percent  of  payroll  ? 

Mr.  Myers.  Mr.  Chairman,  the  level-cost  of  this  change  is  0.05  per- 
cent of  taxable  payroll,  which  has  an  offset  of  0.01  percent  of  taxable 
payroll  for  the  outpatient  diagnostic  benefits  that  are  moved  to  part 
C  and  financed  from  the  medical  insurance  trust  fund. 

The  Chairman.  So  you  end  up  in  balance  to  0.04  ? 

Mr.  Myers.  Yes,  Mr.  Chairman. 

The  Chairman.  What  services  would  be  covered  under  the  new  part 
C,  Mr.  Ball,  which  are  not  covered  under  either  part  A  or  part  B  under 
present  law  ? 

Mr.  Ball.  I  really  don't  believe  there  are  any. 

The  Chairman,  i  raise  the  question  because  the  use  of  this  language. 
I  don't  know  what  it  means,  and  I  Avould  like  for  you  to  interpret  it 
for  me,  "Hospital  services  incident  to  physicians'  services." 

What  are  we  talking  about  there  ? 

Mr.  Ball.  Mr.  Chairman,  I  don't  believe  there  are  any  additional 
services  in  part  C  that  are  not  paid  for  under  either  part  A  or  B  under 
present  law.  Under  present  law  we  would  pay  under  part  B  for  those 
services  that  you  just  asked  about. 

The  Chairman.  We  don't  need  this  language  "hospital  services  inci- 
dent to  physicians'  services"  if  it  does  not  mean  anything.  I  am  afraid 
in  time  it  may  mean  something. 

Mr.  Ball.  We  want  to  be  sure  the  services  in  question  are  moved  to 
part  C. 

The  Chairman.  We  have  said  on  the  record  here  that  there  is  noth- 
ing in  part  C  that  is  not  presently  in  part  A  or  part  B.  When  we  get 
it  in  part  C,  it  is  not  new,  we  may  treat  it  differently,  but  it  is  not  new, 
and  in  part  C  we  use  this  phrase  which  is  not  in  present  law  "hospital 
services  incident  to  physician's  services." 

I  don't  know  what  that  means.  I  could  assume  in  time  that  some- 
body woul  d  content  that  the  services  of  a  nurse  might  well  be  incident 
to  a  physician's  services  and  the  services  of  nurses  are  not  now  included. 
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Mr.  Ball.  Mr.  Chairman,  the  purpose  of  that  phrase  and  our  intent 
is  exactly  as  you  describe  it — to  cover  in  part  C  nothing  that  is  not 
now  in  part  A  and  B — and  if  that  intent  is  not  carried  out,  of  course 
it  can  be  fixed  in  the  drafting. 

The  Chairman.  I  am  not  questioning  what  you  would  do  about 
it,  but  I  am  concerned  that  your  successor  might  think  we  did  it,  25 
years  from  now,  for  some  purpose  he  might  want  to  read  into  it. 

Mr.  Ball.  The  object  of  using  the  language  that  refers  to  related 
services  furnished  by  the  physician  was  to  make  clear  that  in  the 
lease  arrangement,  where  a  radiologist  or  a  pathologist  is  a  com- 
pletely independent  contractor  on  a  lease  arrangement  with  a  hospital, 
when  he  came  to  bill  for  the  services  separately,  any  of  the  hospital 
services  that  were  incidental  to  his  own  professional  services  would  be 
treated  as  a  single  unit  and  not  separated. 

The  Chairman.  Could  you  give  an  example  of  what  you  mean? 

Mr.  Ball.  The  phrase  in  the  present  law  is  "hospital  services  inci- 
dental to  physicians' services  *  * 

The  Chairman.  That  is  the  language,  but  I  am  raising  a  question 
about  what  it  means. 

Mr.  Ball.  I  presume  that  in  the  lease  arrangement  the  phrase 
would  include  the  services  of  the  technicians  that  were  his  employees 
and  were  doing  things  as  part  of  making  that  X-ray  or  furnishing 
those  laboratory  services. 

If  on  a  lease  basis,  those  services  would  be  incidental  to  his  services 
and  he  could  charge  for  them  as  a  whole. 

The  Chairman.  Is  that  in  the  lease  arrangement  now  and  can  you 
make  that  payment  now  ? 

Mr.  Ball.  Yes. 

The  Chairman.  Should  we  say  then  this  language  that  is  in  the 
bill  does  not  add  anything  that  is  presently  not  in  A  or  B  under  the 
existing  law?  I  don't  want  to  quibble  about  it.  We  can  take  it  up 
in  executive  session. 

Mr.  Ball.  It  was  not  intended  to  mean  additional  services  and  the 
draftsman  of  the  bill  informs  me  it  was  not  intended  to  do  that. 

The  Chairman.  Let's  look  at  the  cash  benefits  just  briefly.  Xone 
of  the  charts  that  you  used  yesterday,  as  I  recall,  show  the  two  sepa- 
rate cash  benefit  trust  funds  in  their  actuarial  status.  If  we  enact 
this  legislation,  Mr.  Myers,  Mr.  Ball  pointed  out  that  there  would 
be  a  plus  of  0.01  in  the  cash  benefits.  How  does  that  break  down 
between  the  OASI  and  DI  fund? 

Mr.  Myers.  Mr.  Chairman,  I  think  perhaps  one  part  of  the  bill 
that  was  not  mentioned  was  that  there  would  be  a  revised  allocation 
between  the  two  trust  funds.  With  that  revised  allocation,  the  net 
actuarial  balance  under  the  bill  would  be  plus  0.01  percent  of  taxable 
payroll  for  the  OASI  trust  fund,  and  the  DI  trust  fund  would  be 
exactly  in  balance. 

The  Chairman.  0.01  for  the  OASI? 

Mr.  Myers.  Yes. 

The  Chairman.  You  would  have  0.00  for  the  disability? 
Mr.  Myers.  Yes. 

The  Chairman.  Your  plus  would  be  in  the  larger  fund  and  the 
other  would  be  in  the  exact  balance. 


75-833  O — 67  20 


300 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


Every  time  we  look  to  the  trust  fund  for  the  DI  benefits  we  always 
find  ourselves  out  of  balance.  In  1965  we  had  a  figure  of  0.013  and 
we  made  a  transfer  or  reallocation  from  the  bigger  fund  to  the  DI 
fund  then.  I  get  a  little  bit  disturbed  when  this  happens  just  within 
a  short  2-year  period. 

Have  we  missed  our  estimate  somewhere  along  the  line  with  re- 
spect to  DI  and  its  requirements?  Can  we  be  safe  and  feel  secure 
in  adjusting  the  exact  balance  in  view  of  the  experience  we  have 
had  in  recent  years  with  respect  to  the  imbalances  that  build  up  in 
short  periods,  and  especially  since  under  the  bill  we  would  be  taking 
in  a  new  group. 

Mr.  Myers.  The  disabled  widows  would  be  paid  out  of  the  OASI 
trust  fund  just  as  the  disabled  children  are. 
The  Chairman.  That  clarifies  that  for  me. 

Mr.  Myers.  As  to  your  major  point,  it  is  quite  correct  that  since 
we  made  the  last  cost  evaluation  in  1963,  the  disability  experience 
has  become  less  favorable.  As  stated  in  the  trustees'  report,  which 
was  submitted  to  the  Congress  on  Tuesday  and  printed  copies  of 
which  are  not  yet  available,  under  present  law,  if  the  disability  sys- 
tem were  to  be  put  into  balance,  it  would  require  a  reallocation  of 
0.15  percent  of  taxable  payroll.  But  the  OASI  system,  as  we  pre- 
viously indicated,  has  a  much  more  favorable  picture  than  previously 
presented  and  that  amount  could  be  taken  from  the  OASI  fund  and 
put  in  the  DI  fund  without  the  total  system  being  adversely  affected. 

The  Chairman.  We  would  have  what,  a  negative  0.01  if  we  did 
that  in  the  OASI  fund? 

Mr.  Myers.  No.  Under  present  law,  Mr.  Chairman,  you  will  recall 
from  the  presentation  made  by  Mr.  Ball  that  there  was  a  favorable 
balance  for  the  whole  OASIDI  system  of  0.74  percent. 

The  Chairman.  I  understand  what  you  have  in  exact  balance  in 
the  DI  fund  and  you  are  suggesting  we  might  put  more  in  that. 

Mr.  Myers.  No,  under  present  law  we  have  a  positive  balance  in 
OASI  of  0.89  percent  of  taxable  payroll  and  a  negative  balance  in 
DI  of  0.15  percent  of  taxable  payroll.  If  you  kept  the  present  law 
unchanged,  this  reallocation  of  0.15  would  be  necessary.  Under  the 
bill,  the  reallocation  is  somewhat  higher  than  this  because  of  the  higher 
benefit  level. 

The  Chairman.  I  wondered  about  the  decision  to  pay  the  costs  of 
the  benefit  to  disabled  widows,  which  I  can  readily  understand  the 
reasoning  for,  out  of  the  OASI  fund  rather  than  the  DI  fund.  How 
can  you  keep  up  with  the  costs  of  a  disability  program  of  this  type 
and  pay  it  out  of  the  larger  fund  ? 

Mr.  Ball.  As  I  am  sure  you  remember,  Mr.  Chairman,  we  also  pay 
the  disabled  children's  benefit  out  of  the  OASI  fund. 

Mr.  Chairman.  But  that  is  a  very  small  factor,  is  it  not? 

Mr.  Ball.  But  the  reasoning  is  the  same.  The  reason  we  set  this 
up  as  an  OASI  benefit  

The  Chairman.  The  right  to  it  is  based  upon  

Mr.  Ball.  Having  been  a  dependent  of  a  deceased  worker.  In  other 
words  the  person  would  be  getting  a  survivors  benefit. 

The  Chairman.  In  view  of  the  experience  we  have  had  with  the 
disability  program  thus  far,  I  am  not  certain  we  can  avoid  some  simi- 
lar experience,  perhaps  in  lesser  degrees  certainly  with  the  inclusion 
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of  the  disabled  widow.  Maybe  we  will  here  underestimate  the  need 
and  number  as  we  have  underestimated  the  numbers  at  least  in  the  dis- 
ability group  under  the  DI  program. 

I  am  not  worried  only  that  we  have  it  where  we  can  watch  it,  but  if 
it  does  bring  about  greater  costs,  we  would  be  in  a  position  to  ascer- 
tain that  fact  promptly  and  do  something  about  it. 

I  know  you  desire  to  keep  this  fund  in  actuarial  balance,  and  that 
is  all  we  are  talking  about. 

Mr.  Secretary,  Mr.  Byrnes  asked  you  this  question  this  morning  and 
I  was  not  quite  satisfied  with  the  answer  myself.  You  made  the  state- 
ment that  a  major  share  of  the  benefit  increase  would  go  to  the  5  mil- 
lion aged  beneficiaries  living  in  poverty  but,  as  I  recall,  you  then  stated 
that  only  %V-/2  billion  of  the  total  $4.5  billion  going  to  all  people  would 
go  to  this  group  that  is  characterized  as  living  in  poverty.  Are  my  fig- 
ures right  ? 

Secretary  Gardner.  Mr.  Chairman,  I  said  that  a  major  share,  not 

the  major  share — the  major  share  

The  Chairman.  I  am  sorry  if  I  misquoted  it. 

Secretary  Gardner  (continuing).  Would  go  to  the  5  million  aged 
beneficiaries  who  are  in  poverty. 

The  Chairman.  I  don't  understand  why  it  would  not  be  a  greater 
amount,  a  billion  and  a  half  out  of  a  total  of  $4%  billion.  I  say  this 
because  the  level  at  which  you  assess  poverty  is  so  much  higher  not 
only  than  the  level  ascertained  by  the  States  to  determine  cash  welfare 
payments,  but,  as  I  see  it,  it  exceeds  practically  the  amount  of  the  maxi- 
mum benefits  paid  under  social  security  today  if  that  is  all  the  income 
an  individual  has. 

I  think  it  depends  entirely  not  only  upon  the  benefit  but  the  cir- 
cumstances of  the  recipient  as  to  whether  this  is  %\y2  billion  out  of 
$4%  billion  going  to  this  group  or  whether  it  is  $3  billion.  I  wondered 
how  you  reached  this  conclusion.  If  it  is  not  higher  than  that,  I  don't 
think  it  is  a  very  effective  approach  to  getting  people  out  of  poverty, 
frankly. 

Mr.  Ball.  Let  me  make  clear  that  we  have  been  talking  of  the  addi- 
tional benefits  for  persons  65  and  over.  The  $1.4  billion  going  to  the 
aged  poor  represents  44  percent  of  the  $3.2  billion  of  additional  benefits 
that  would  go  to  older  people.  Mr.  Chairman,  the  estimate  does  de- 
pend on  the  total  circumstances  of  the  aged  as  revealed  in  our  surveys. 
There  are  quite  a  substantial  portion  of  the  present  beneficiary  rolls 
that  are  now  being  kept  out  of  poverty  by  the  social  security  program 
and  increases  for  them — 5  to  6  million  in  the  aged  group — are  very 
important  in  that  the  increase  moves  them  from  being  in  some  instances 
right  near  poverty  level  to  just  a  bit  more  than  that.  But  it  does 
not  remove  them  from  poverty.  They  are  already  out.  Then  there 
are  some  older  beneficiaries  already  above  the  poverty  level  as  a  result 
of  other  income  even  not  counting  social  security  benefits. 

The  additional  $1%  billion  that  would  go  to  the  present  poor  aged 
in  the  first  full  year  under  the  administration  bill  would  mean  an 
increase  of  28  percent  in  their  aggregate  benefit  income.  This  would 
be  enough  to  move  a  fourth  of  them  out  of  poverty,  and  obviously  to 
improve  greatly  the  situation  of  those  who  remain  in  poverty. 

The  Chairman.  I  cannot  recall  all  of  these  things  that  have  hap- 
pened over  the  years,  but  we  have  had  figures  or  percentages  thrown 
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at  us  in  the  past  about  the  number  of  social  security  recipients  who 
have  no  other  income  than  social  security.  As  I  recall,  it  was  a  rather 
high  percent  of  the  total  receiving  social  security  benefits. 

Our  maximum  benefit  payment,  if  that  is  all  an  individual  has,  does 
not  produce  for  him  and  his  wife  as  much  income  as  we  say  is  the 
breaking  point  for  determining  what  is  below  poverty  or  above 
poverty. 

It  seems  to  me  that  your  figure  is  very,  very  low  as  part  of  the  total 
of  4i/2. 

Mr.  Ball.  To  develop  this  point  a  little  more,  about  half  of  the  aged 
social  security  beneficiaries  in  1962  had  less  than  $300  a  year  in  regu- 
lar income  other  than  social  security  that  they  could  count  on  year  in 
and  year  out. 

The  Chairman.  That  is  my  recollection. 

Mr.  Ball.  For  them  the  social  security  benefit  is  the  sole  reliance. 

The  Chairman.  They  are  not  all  at  the  minimum  by  any  means. 

Mr.  Ball.  That  is  correct.  Some  of  the  group  are  getting  a  social 
security  benefit  high  enough  so  that  for  them  and  their  wives,  along 
with  their  additional  income  up  to  $300,  the  total  is  enough  to  keep 
them  out  of  the  poverty  group  now.  For  example  quite  a  few  couples 
get  as  much  as  $1,800  a  year  or  more  in  social  security  benefits  as  com- 
pared with  the  poverty  line  of  $1,900.  They  are  not  all  in  the  poverty 
group,  and  many  in  the  half  with  incomes  somewhat  above  $300  in  ad- 
dition to  social  security  are  somewhat  above  the  poverty  group.  We 
are  talking  here  about  moving  out  of  poverty  a  million  and  a  half  of 
the  5  million  who  have  remained  in  poverty,  by  the  addition,  princi- 
pally, of  the  minimum  and  the  15-percent  increase  at  the  lower  end  of 
the  scale. 

(Addition  material  bearing  on  this  matter  was  later  received  by  the 
committee  as  follows :) 

[From  the  Research  and  Statistics  Note,  Feb.  24,  1967] 
Social  Security  Benefits  and  Poverty  * 

There  are  several  different  ways  of  looking  at  the  poverty  or  low-income  status 
of  OASDI  beneficiaries  or  aged  persons.  This  note  brings  together  in  a  sys- 
tematic fashion  a  series  of  estimates  computed  on  different  bases,  and  attempts 
to  make  clear  the  reasons  for  differences  in  the  figures.  The  primary  contrast 
is  between  poverty  measured  by  the  income  of  the  individual  or  couple  and 
poverty  measured  by  the  income  of  all  related  individuals  in  a  household.  Esti- 
mates are  also  presented  in  some  detail  for  all  aged  as  well  as  all  aged  benefi- 
ciaries and  in  less  detail  for  beneficiaries  under  age  65. 

The  problems  of  inadequate  earnings  and  the  extent  of  poverty  among  fully 
employed  but  ill-paid  family  heads,  particularly  those  with  large  families,  have 
been  highlighted  in  recent  analyses.  We  can  hope  to  minimize  this  type  of  pov- 
erty through  continued  economic  growth  and  concerted  efforts  to  improve  edu- 
cation and  manpower  polices. 

But  the  poverty  that  stems  from  the  interruption  or  termination  of  earnings 
due  to  old  age,  disability,  unemployment,  or  death  of  a  family  breadwinner  is 
of  a  different  kind.  Here  the  only  remedy  is  a  substitute  source  of  income. 
As  a  major  source  of  continuing  income  for  the  retired  aged,  for  most  survivor 
families,  and  for  many  of  the  totally  disabled,  the  social  security  program  pro- 
vides the  most  efficient  and  acceptable  mechanism  for  assuring  in  advance  that 
income  will  be  maintained  for  individuals  and  families  in  these  circumstances. 
As  such,  it  is  both  actually  and  potentially  one  of  the  most  effective  poverty- 
preventing  institutions  in  our  society. 


♦Prepared  by  Ida  C.  Merriam,  Assistant  Commissioner  for  Research  and  Statistics,  with 
the  assistance  of  Rena  Kling,  particularly  in  the  development  of  the  estimates. 
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In  a  highly  productive  economy  such  as  ours,  effective  income-maintenance 
programs  and  economic  security  require  more  than  poverty  level  income.  Social 
security  is  the  base  on  which  private  benefit  plans  and  individual  savings  build. 
It  must  be  adequate  to  provide  or  underpin  incentives  for  individual  effort  and 
to  promote  labor  mobility  conducive  to  economic  growth.  At  present,  only  about 
15  percent  of  all  aged  persons  have  supplementary  private  pensions  and  the 
most  optimistic  projections  suggest  that  the  proportion  will  be  only  about  30 
percent  by  1980  when  private  plans  will  have  had  ample  time  to  mature.  Nor 
is  it  likely  that  individual  savings  will  ever  provide  significant  amounts  of 
continuing  income  for  the  great  majority  of  people.  Hence  the  level  of  social 
insurance  benefits  will  continue  to  play  a  major  role  in  assuring  an  equitable 
distribution  of  the  current  output  of  consumer  goods  and  services. 

There  is  no  basis  other  than  general  social  consensus  for  determining  pre- 
cisely what  the  relationship  between  benefit  income  and  earned  income  should 
be.  The  social  security  program  in  the  United  States,  like  most  other  social 
insurance  systems  throughout  the  world,  is  based  on  the  general  principle  that 
there  should  be  a  direct  relation  between  the  amount  the  individual  earned 
and  the  amount  of  income  guaranteed  to  him  or  his  family  when  earned  income 
ceases.  The  relationship  need  not  be  the  same  at  all  income  levels,  and  in  most 
social  insurance  ssytems  benefits  represent  a  higher  proportion  of  previous  earn- 
ings for  the  low  than  for  the  high  earner.  There  are  important — and  in  a 
dynamic  economy,  continuing — choices  to  be  made  with  regard  to  the  size  of 
the  minimum  benefit,  the  general  level  (measured  in  broadest  terms  by  the 
percent  of  replacement  of  earnings  for  the  average  worker)  and  the  range  from 
low  to  high.  That  spread  is  a  matter  of  considerable  significance  in  our  type 
of  economy. 

With  earnings  such  as  those  which  now  prevail  in  this  country,  a  benefit 
level  corresponding  to  something  like  a  50-percent  benefit  earnings  ratio  for 
the  average  worker  (with  a  lower  ratio  for  the  high  paid  and  a  higher  ratio 
for  those  with  low  earnings)  would  go  far  towards  eliminating  poverty  among 
persons  who  retire  at  65  or  over,  and  among  insured  disabled  workers  and 
survivor  families.  At  the  present  time,  a  man  whose  earnings  have  been  at 
about  the  level  of  the  current  average  for  males  will  qualify  at  65  or  later  for 
an  old-age  benefit  of  only  about  30  percent  of  these  earnings  and  a  couple  for 
45  percent.  With  this  lower  replacement  of  earnings  under  the  present  benefit 
formula,  as  well  as  the  increasing  number  of  beneficiaries  whose  benefits  are 
actuarially  reduced  because  they  "retire"  early,  and  the  remaining  persons  of 
advanced  age  who  failed  to  acquire  insured  status,  the  social  security  system 
today  falls  short  of  its  potential. 

The  extent  to  which  the  present  OASDI  system  does  prevent  poverty  or  near 
poverty  for  persons  aged  65  and  over  is  indicated  in  table  1.  Poverty  and  low- 
income  status  are  defined  by  the  variable  index  developed  by  the  SSA,1  with 
income  measure  in  two  ways.  One  classifies  beneficiaies  and  aged  persons 
on  the  basis  of  their  own  income,  that  is,  the  income  of  the  single  individual,  the 
widow  or  the  couple  including  a  spouse  under  65.2  The  other  measure  looks  at 
the  total  income  of  all  related  persons  living  together  in  determining  whether 
an  aged  individual  is  to  be  classified  as  poor  or  near  poor  and  uses  the  income 
cut-off  points  appropriate  for  the  size  of  the  family.  This  latter  count  relates 
to  the  noninstitutional  population  only.  The  family  income,  noninstitutional 
population  count,  is  the  measure  used  in  the  official  poverty  estimates  (there  is 
no  conceptual  reason  for  omitting  the  institutional  population  ;  as  a  practical 
matter  they  were  omitted  because  the  estimates  are  based  on  the  Census  current 
population  survey  of  the  noninstitutional  population) .  This  family  income  meas- 
ure yields  an  estimated  5.2  million  aged  poor  as  of  July  1967.  If  one  adds  to 
this  figure  an  estimated  0.7  million  aged  poor  in  institutions  and  1.6  million  "hid- 
den poor" — that  is,  aged  persons  whose  own  income  is  below  the  poverty  line 
but  who  are  living  in  households  whose  total  income  is  above  that  line — the  total 
number  of  aged  persons  poor  on  the  basis  of  their  own  or  their  own  and  their 
spouse's  income  is  7.5  million.3 


1  Se^  the  Social  Security  Bulletin,  January  and  July  1965,  April  and  May  1966.  Th*> 
eut-off  points  used  here  are  those  for  nonfarm  families. 

2  The  immediate  family  benefioiarv  group  would  include  also  children  under  aare  18.  or 
under  22  if  at  school,  or  adult  children  permanently  disablpd  before  age  18.  For  such 
families,  the  noverty  income  cut-off  point  should  be  higher  than  that  for  an  aged  couple. 
With  the  available  data,  this  refinement  of  the  estimates  is  not  possible:  in  any  event,  the 
number  of  retired  workers  with  dependent  children  is  small  and  the  estimates  would  not 
be  sisrnifioantly  affected. 

3  OASDI  beneficiaries  living  in  foreign  countries  are  omitted  from  the  count.  Many  may 
have  gone  to  other  countries  to  trv  to  stretch  their  dollars,  but  it  does  not  seem  appropriate 
to  include  them  in  a  count  of  the  U.S.  poor. 
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Some  4  million  aged  beneficiaries,  one-fourth  of  the  total,  are  estimated  to  have 
enough  income  of  their  own  (and  5.4  million  to  be  in  families  with  enough 
income)  to  keep  them  out  of  poverty  even  without  their  OASDI  benefits.  For  a 
substantial  number  of  the  couples,  it  is  the  earnings  of  a  younger  wife  that 
provide  the  major  source  of  income.  And  some  beneficiaries  themselves  earn 
more  than  a  poverty  income.4  For  the  additional  2.1  million  aged  persons  above 
the  poverty  level  who  are  not  beneficiaries,  earnings  are  the  primary  source  of 
income.  Of  this  group,  1.3  million  are  eligible  for  OASDI  benefits  when  the 
worker  retires.  Others  are  retired  and  receive  benefits  as  former  railroad 
workers  or  government  employees.  Among  fully  retired  persons  and  couples 
with  both  members  retired,  therefore,  the  percent  who  have  nonbenefit  income 
of  as  much  as  $1,500  for  single  persons  or  $1,900  for  couples  is  considerably 
less  than  25  percent. 

Whether  one  looks  at  the  aged  individual's  or  couple's  own  income  or  con- 
siders also  the  total  income  of  relatives  with  whom  they  are  living,  the  OASDI 
benefit  means  the  difference  between  poverty  and  a  more  acceptable  level  of 
living  for  more  than  a  third  of  the  aged  beneficiaries.  These  beneficiaries  may 
also  have  earnings  and  income  from  savings — indeed  those  who  are  much  above 
poverty  almost  certainly  have  something  besides  their  benefits.  Without  the 
benefits,  however,  they  would  be  poor. 

The  poverty  income  level  is  a  very  stringent  standard.  The  SSA  has  also 
calculated  a  somewhat  higher,  but  still  very  modest,  low-income  index.  This 
low-income  definition  allows  only  $1,800  a  year  for  a  single  aged  person  and 
$2,600  for  an  aged  couple.  The  Bureau  of  Labor  Statistics  is  currently  revising 
its  "modest  but  adequate"  budgets  for  a  family  of  four  and  for  an  aged  couple. 
The  final  budget  figures  will  not  be  available  until  late  Summer  1967,  but  there 
is  no  doubt  that  they  will  be  considerably  above  the  SSA  low-income  points. 

Nevertheless,  only  2.6  million  OASDI  beneficiaries  aged  65  and  over,  one-sixth 
of  the  total,  have  nonbenefit  incomes  above  these  low-income  amounts.  Even 
when  the  income  of  relatives  with  whom  the  beneficiary  is  living  is  taken  into 
account,  only  a  little  more  than  a  fourth  would  be  above  this  near-poor  level 
without  their  OASDI  benefits.  Thirty  percent  of  the  beneficiaries,  and  the 
families  with  whom  they  live,  are  enabled  to  live  more  comfortably  only  because 
of  the  OASDI  benefits. 

While  there  are  1.9  million  fewer  poor  aged  beneficiaries  when  the  count  is 
based  on  total  family  income  rather  than  own  income,  the  difference  in  the 
count  of  the  near  poor  (persons  above  the  poverty  level  and  below  the  low-income 
level)  is  only  0.3  million.  In  part  this  is  because  most  of  the  institutionalized 
aged  (omitted  from  the  family  income  count)  are  poor.  More  important,  the 
families  with  whom  poor  aged  persons  live  are  themselves  unlikely  to  be  above 
the  low-income  level. 

A  very  small  share  of  the  social  security  benefits  currently  paid  goes  to  persons 
who,  under  any  definition,  would  be  regarded  as  well  to  do.  Persons  with 
incomes  of  $10,000  or  more  get  about  3  percent  of  the  aggregate  social  security 
benefits  currently  paid  to  the  aged.  Only  27  percent  of  the  total  benefit  pay- 
ments to  aged  beneficiaries  is  going  to  individuals  who  have  enough  other  income 
of  their  own  to  keep  them  above  the  poverty  line  and  only  19  percent  to  persons 
who  would  not  fall  into  the  low-income  group  if  they  did  not  have  OASDI 
benefits.  If  family  income  is  taken  into  account,  about  one-third  goes  to  those 
above  the  poverty  line  and  one-fourth  to  those  above  the  near-poverty  low-income 
line  without  their  benefits  (table  2) . 

To  illustrate  the  potential  effect  of  higher  benefit  levels,  estimates  have  also 
been  made  of  the  changes  in  poverty  or  low-income  status  that  would  result  with 
several  alternative  benefit  increases:  (a)  an  8-percent  increase  over  present 
benefits,  (b)  a  15-percent  increase  and  (c)  a  15-percent  increase  with  a  $70 
minimum  benefit.5    (Tables  3-5) 

Obviously  an  increase  in  benefit  levels  has  no  effect  on  the  number  of  persons 
who  would  be  above  the  povertv  level  without  benefits  (unless  some  persons  now 
working  are  enabled  to  retire — a  number  likely  to  be  small  and  assumed  not  to 
affect  the  estimates).    But  it  has  a  substantial  effect  in  moving  people  from 


4  A  beneficiary  can  earn  up  to  $1,500  without  any  loss  of  benefits  and  beyond  that  up  to 
$2,700  with  only  a  $1  deduction  for  each  $2  of  earnings.  Some  of  the  persons  classified 
as  beneficiaries  havp  enouerh  earnings  to  lose  some  benefits  in  the  course  of  a  year. 

3  Under  all  the  alternatives,  an  increase  proportional  to  that  at  the  minimum  is  assumed 
in  the  amounts  payable  to  uninsured  persons  aged  72  and  over,  now  $35  for  a  single  person 
and  $52.50  for  a  couple. 
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below  the  poverty  line  to  a  point  somewhere  above  that  line  (or  from  the  low- 
income  group  to  a  higher  level).  One  qualification  should  be  noted  in  connection 
with  the  measure  based  on  family  income.  Past  experience  indicates  that  aged 
persons  value  higher  independent  living.  An  increase  in  benefit  levels  could 
mean  that  some  of  the  hidden  poor  would  move  away  from  their  above-poverty 
level  families  to  live  on  their  own  even  though  they  would  then  be  in  poverty. 
It  might,  however,  take  a  larger  increase  in  benefit  levels  than  any  shown  to 
have  much  effect  on  the  numbers,  at  least  in  the  short  run.  In  any  event,  the 
estimates  disregard  this  possibility. 

In  estimating  the  extent  to  which  increased  social  security  benefits  would 
move  people  who  are  now  poor  above  the  poverty  line,  the  assumption  was  made 
that  the  increased  benefits  would  not  result  in  decreases  in  veterans  benefits  or 
in  public  assistance  payments  sufficient  to  pull  the  individual  below  the  poverty 
line  again.  This  may  not  be  an  entirely  realistic  assumption,  although  Con- 
gress has  in  the  past  adjusted  the  income  test  for  veterans  pensions  when  social 
security  benefits  were  increased  and  concurrent  improvements  in  public  assist- 
ance could  work  in  the  direction  of  maintaining  assistance  payments  at  their  cur- 
rent levels. 

It  is  possible,  however,  that  at  least  the  highest  of  the  benefit  increases  would 
be  as  effective  as  these  estimates  in  raising  beneficaries  above  the  poverty 
level  even  without  any  significant  improvements  in  public  assistance.  An  analy- 
sis of  the  situation  of  poor  beneficiaries  and  all  aged  poor  in  1964,  based  on  Census 
data  and  using  the  family  income  measure,  showed  that  the  poverty  income  gai) — 
the  amount  by  which  total  income  fell  below  the  poverty  line — was  consider- 
ably less  for  beneficiaries  than  for  nonbeneficiaries.  At  the  same  time,  a  much 
larger  proportion  of  nonbeneficiaries  were  on  public  assistance.6 

Several  points  are  worth  noting  with  respect  to  the  effect  of  the  different 
assumed  increases  in  benefit  levels.  The  8-  and  the  15-percent  increases  result 
in  approximately  the  same  decline  in  the  number  of  poor  beneficiaries,  whether 
poverty  is  measured  on  the  basis  of  own  income  or  family  income  (table  5) .  Most 
of  the  "hidden  poor"  are  widows  or  single  aged  persons  with  very  low  benefits 
and  little  other  income,  and  increases  of  8  or  15  percent  are  not  large  enough 
to  move  many  of  them  out  of  poverty.  The  high  minimum  benefit  under  the  third 
alternative,  however,  does  bring  the  "own  income"  of  a  measurable  number  of  the 
hidden  poor  above  the  poverty  line.  As  a  result,  in  addition  to  the  beneficiaries 
counted  poor  on  the  basis  of  the  total  family  income  who  are  moved  (with  their 
families)  above  the  poverty  line,  an  additional  number  come  to  have  an  income 
of  their  own  that  is  higher  than  the  poverty  level.  Thus,  the  third  alternative 
brings  out  of  poverty  1.4  million  aged  beneficaries  whose  families — if  they  are 
living  together — are  also  poor,  and  an  additional  0.2  million  persons  in  nonpoor 
families  cease  to  be  poor  on  the  basis  of  their  own  income. 

In  addition  to  moving  beneficiaries  out  of  poverty,  any  increase  in  benefit 
levels  reduces  the  poverty  gap — the  amount  by  which  their  incomes  fall  short  of 
the  poverty  line — for  those  who  remain  poor.  Under  the  third  alternative,  for 
example,  the  4.6  million  aged  beneficiaries  who  remain  poor  on  the  basis  on  their 
own  (or  the  couple's)  income  would  nevertheless  have  incomes  about  27  percent 
higher  on  the  average  than  those  they  now  have. 

With  numbers  rounded  to  the  millions  ( and  no  greater  precision  is  meaningful 
in  these  estimates),  the  number  of  persons  enabled  to  move  above  low-income 
status  by  an  8-percent  benefit  increase  appears  to  be  as  large  as  the  numbers 
moved  above  the  poverty  line — a  relationship  which  is  not  borne  out  by  the  other 
figures.  On  the  other  hand,  the  difference  between  the  two  ways  of  measuring 
income  status  shows  up  for  the  low-income  count  under  all  three  alternatives.  It 
would  seem  reasonable  that  persons  in  the  near-poor  group  (income  between 
$1,500  and  $1,800  for  single  aged  persons ;  income  between  $1,900  and  $2,600  for 
couples)  who  are  living  with  families  above  the  low-income  line  might  be  closer 
to  that  line  on  the  basis  of  their  own  income  than  the  hidden  poor  are  to  the 
poverty  line  (and  hence  would  cross  with  less  of  a  benefit  increase). 

The  estimates  of  the  number  of  aged  kept  above  poverty  or  near-poor  status  by 
their  benefits  and  those  who  would  be  above  these  lines  even  without  OASDI 
benefits  are  based  primarily  on  relationships  found  in  the  1963  Survey  of  the 
Aged.  The  amount  of  nonbenefit  income  by  source  for  individuals  and  couples 
with  specified  amounts  of  benefit  income  was  available  from  that  survey  in  con- 
^derable  detail.    On  the  assumption  that  there  has  probably  been  little  change 


6  See  the  Bulletin,  May  1966,  pp.  25-27. 
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in  the  distribution  of  nonbenefit  income,  the  effect  of  specified  changes  in  benefit 
income  can  be  estimated.  As  noted  above,  the  numbers  are  shown  rounded  to 
millions ;  although  some  differences  may  be  obscured,  no  greater  precision  would 
be  meaningful. 

The  lack  of  similar  income  data  for  disabled  and  survivor  families  makes  it 
impossible  at  this  time  to  develop  comparable  estimates  of  the  effect  of  benefit 
changes  on  the  poverty  or  low-income  status  of  younger  beneficiaries.  Because 
of  the  interest  in  the  subject,  however,  rough  estimates  have  been  made  of  the 
number  of  younger  beneficiaries  who  are  poor,  using  bits  of  information  from  a 
variety  of  sources.7 

In  addition  to  the  15.9  beneficiaries  aged  65  and  over  on  July  1,  1967,  there  will 
be  another  7.3  million  beneficiaries  under  age  63,  disabled  workers  and  their 
dependents,  early  retirees,  dependent  and  survivor  children  and  their  mothers 
(again  excluding  beneficiaries  living  abroad) . 

For  children,  the  concept  of  poor  on  the  basis  of  own  income  is  meaningless. 
In  the  estimates  below  and  in  table  6,  the  poverty  status  of  children  under  either 
definition  is  measured  on  the  basis  of  the  parent's  income,  whether  the  parent  is 
a  disabled  worker,  a  retired  worker,  a  widowed  person  or  a  stepparent.  In  the 
case  of  the  non-married  adult,  the  measure  of  own  income  used  is  the  income  of 
the  individual  himself,  even  though  it  is  obvious  that  in  some  cases,  particularly 
among  the  disabled,  the  beneficiary  cannot  live  independently  and  take  care  of 
himself.  In  the  case  of  married  persons,  it  is  again  the  couple's  income  that  is 
used  to  measure  poverty  or  above-poverty  status.  The  poverty  cut-off  points 
used  vary  by  size  and  composition  of  the  family  (for  a  mother  and  one  child,  for 
example,  the  poverty  line  is  $2,100,  for  a  mother  and  3  or  more  children  $3,600). 

A  rough  estimate  is  that  at  present  some  2.3  million  or  about  32  percent  of  the 
beneficiaries  under  age  65 — as  compared  with  an  estimated  39  percent  of  those 
aged  65  and  over — are  poor  measured  in  this  way  : 


Number  (in  millions) 

Percent 

poor 

Total 

Poor 

poor 

Beneficiaries  under  age  65      

7.3 

2.3 

32 

Disabled  workers  and  dependents  ______ 

2.0 

.6 

30 

Widowed  mothers  and  their  children                ___  - 

1.6 

.4 

25 

Others: 

Aged  62-64  

1.8 

.9 

50 

Under  age  62  2  

1.9 

.4 

21 

1  Includes  disabled  workers  and  wives  aged  62-64. 

2  Children  and  wives  of  retired  workers,  paternal  orphans  whose  mothers  have  remarried,  or  who  are 
living  with  other  maternal  orphans  and  widows  aged  60-61. 


Among  the  7.3  million  beneficiaries  under  age  65,  perhaps  0.1  million  are  in 
institutions.  We  can  only  guess  at  the  number  of  poor  beneficiaries  who  live 
with  larger  family  groups  that  are  not  poor.  Most  married  couples  whether  the 
beneficiary  is  retired  or  disabled,  and  the  majority  of  widowed  mothers  and 
their  children  live  alone.  Many  unmarried  disability  beneficiaries,  however, 
live  with  and  are  supported  in  part  by  their  parents  or  relatives.  And  probably 
much  the  same  proportion  of  widows  under  as  over  age  65  find  it  necessary  to 
live  with  sons  or  daughters.  A  guess  would  be  that  1.9  million  noninstitution- 
alized  beneficiaries  under  age  65  might  be  counted  as  poor  on  the  basis  of  the 
total  income  of  the  relatives  with  whom  they  are  living  as  compared  with  the 
2.3  million  poor  on  the  basis  of  the  immediate  family  income. 

Rough  as  the  figures  are,  the  general  direction  and  magnitude  of  the  changes 
shown  in  table  6  are  consistent  with  what  we  know  about  the  incomes  of  aged 
persons  and  other  beneficiaries.  Overall,  they  do  make  clear  the  potential  im- 
portance of  an  adequate  social  insurance  system  in  preventing  poverty  among  a 
large  and  significant  segment  of  the  population.  Social  security  cannot  in  itself 
compensate  for  a  lifetime  of  low  earnings — although  it  does  replace  relatively 
more  of  low  than  of  high  earnings.    A  program  which  provides  a  reasonable  re- 


7  Including  the  196S  survey  of  widow-child  families  (see  Widows  With  Children  Under 
Social  Security,  Research  Report  No.  16,  1966)  and  the  1960  survey  of  disabled  workers 
in  eight  cities  (see  the  Disabled  Worker  Under  OASDI,  Research  Report  No.  6,  1964),  as 
well  as  current  benefit  statistics  and  data  from  the  Current  Population  Survey. 
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placement  of  earnings  at  all  levels  will  not  only  achieve  its  basic  objective  of 
economic  security,  it  will  at  the  same  time  make  a  major  contribution  to  the  re- 
duction of  poverty  and  the  equitable  distribution  of  income  and  of  the  goods  and 
services  produced  or  producible  in  such  abundance  in  our  society. 

Table  1. — OA  SDH  I  and  estimated  poverty  and  low-income  status  1  of  persons  aged 
65  and  over  as  of  July  1,  1967  {present  law) 

[Numbers  in  millions] 


Subject 


Total  persons  aged  65  and 


Poverty  status: 

Above  poverty  without  benefits 
Kept  above  poverty  by  OASDI. 

Poor  

Low-income  status: 

Above   low   income  without 

benefits'  

Kept  above  low  income  by 

OASDI  

Low  income  (poor  and  near 
poor)  


Status  on  basis  of- 


Own  income  (individual  or 
couple) 


All  aged 


Num- 
ber 


19.3 


6.1 
5.7 
7.5 


4.7 
4.7 


Per- 
cent 


100 


Beneficiaries 


Num- 
ber 


15, 


4.0 

5.7 
6.2 


2.6 
4.7 


Per- 
cent 


100 


Family  income 


All  aged  (not 
in  institution) 


Num- 
ber 


18.5 


7.7 
5.6 
5.2 


6.5 
4.7 
7.3 


Per- 
cent 


100 


Beneficiaries 

(not  in 
institution) 


Num- 
ber 


15.3 


5.4 
5.6 
4.3 


4.2 
4.7 
6.4 


Per- 
cent 


100 


1  Poverty  defined  as  annual  income  of  less  than  $1,500  for  a  single  person  and  less  than  $1,900  for  a  couple; 
low-income  status  defined  as  annual  income  of  less  than  $1,800  for  a  single  person  and  less  than  $2,600  for  a 
couple. 

2  Excludes  all  beneficiaries  and  other  aged  Americans  living  in  foreign  countries. 


Table  2. — Estimated  amount  and  percent  of  benefits  going  to  poor  and  low-income  1 
beneficiaries  aged  65  and  over,  fiscal  1968  {present  law) 

[Amounts  in  billions] 


Subject 


Status  on  basis  of— 

Own  income  (individual 

Family  income  (excluding 

or  couple) 

persons  in  institutions) 

Amount 

Percent 

Amount 

Percent 

$15.5 

100 

$15.2 

100 

4.2 

27 

4.9 

32 

6.3 

41 

6.3 

41 

5.0 

32 

4.0 

26 

3.0 

19 

3.8 

25 

5.2 

34 

5.2 

34 

7.3 

47 

6.2 

41 

Total  benefit  payments  to  beneficiaries 
aged  65  and  over  2  


Poverty  status: 

Above  poverty  level  without  benefits  

Kept  above  poverty  by  OASDI  

Poor  

Low-income  status: 

Above  low  income  without  OASDI  benefits. 

Kept  above  low  income  by  OASDI  

Low  income  (poor  and  near  poor)  


1  Poverty  defined  as  annual  income  of  less  than  $1,500  for  a  single  person  and  less  than  $1,900  for  a  couple  ; 
low-income  status  defined  as  annual  income  of  less  than  $1,800  for  a  single  person  and  less  than  $2,600  for 
a  couple. 

2  Excludes  all  beneficiaries  and  other  aged  Americans  living  in  foreign  countries. 
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Table  3. — Aged  OASDI  beneficiaries:  Estimated  poverty  and  low-income  status  1 
as  of  July  1,  1967,  under  present  law  and  specified  benefit  increases 


Poverty  status 

Low-income  status 

Subject 

Own  income 

Family 

Family 

income  (ex- 

Own income 

income  (ex- 

(individual 

cluding 

(individual 

cluding 

or  couple) 

persons  in 

or  couple) 

persons  in 

institutions) 

institutions) 

Number  (in  millions) 

All  beneficiaries  aged  65  and  over 2 

15.9 

15.3 

15.9 

15.3 

Above  poverty  or  low  income  without 

benefits  ______  _____ 

4.0 

5.4 

2.6 

4.2 

Kept  above  by  OASDI: 

Present  law   

5.7 

5.6 

4.7 

4.7 

8-percent-benefit  increase  

6.2 

6.1 

5.2 

5.1 

1 5-per cen  t-benefi  t  increase .. _ 

6.7 

6.6 

5.6 

5.5 

15  percent  and  $70  minimum  -  _  _ 

7.3 

7.0 

6.0 

5.8 

Poor  or  low  income: 

Present  law  _  _  

6.2 

4.3 

8.6 

6.4 

8-percent-benefit  increase  _  _  

5.7 

3.8 

8.1 

6.0 

15-percen  t-benefi  t  increase   _ 

5.2 

3.3 

7.7 

5.6 

15  percent  and  $70  minimum  _ 

4.6 

2.9 

7.3 

5.3 

Percent  of  total 

All  beneficiaries  aged  65  and  over 2    .  _____ 

100 

100 

100 

100 

Above  poverty  or  low  income  without 

benefits.-  _  ___________ 

25 

35 

16 

27 

Kept  above  by  OASDI: 

Present  law      

36 

37 

30 

31 

39 

40 

33 

33 

15-percen  t-benefit  increase..  ___ 

42 

43 

35 

36 

15  percent  and  $70  minimum. 

46 

46 

38 

38 

Poor  or  low  income: 

Present  law..     _      ___  ___   

39 

28 

54 

42 

8-percent-benefit  increase  

36 

25 

51 

39 

15-percent-benefit  increase.  ________ 

33 

22 

48 

37 

15  percent  and  $70  minimum-     .  _  _ 

29 

19 

46 

35 

1  "Poverty"  defined  as  annual  income  of  less  than  $1,500  for  a  single  person  and  less  than  $1,900  for  a  couple; 
"low-income  status"  defined  as  annual  income  of  less  than  $1,800  for  a  single  person  and  less  than  $2,600 
for  a  couple. 

2  Excludes  all  beneficiaries  and  other  aged  Americas  living  in  foreign  countries. 
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Table  4. — All  persons  aged  65  and  over:  Estimated  poverty  and  low-income  status 
as  of  July  1,  1967,  under  present  law  and  specified  benefit  increases 


Poverty  status 

Low-income  status 

Subject 

Own  income 

Family 

Own  income 

Family 

income  (ex- 

income (ex- 

(individual 

cluding 

(individual 

cluding 

or  couple) 

persons  in 

or  couple) 

persons  in 

institutions) 

institutions) 

Number  (in  millions) 

All  persons  aged  65  and  over  2    

19.3 

18.5 

19.3 

18.5 

Above  poverty  or  low  income  without 

benefits..     .   

6.1 

7.7 

4.7 

6.5 

Kept  above  by  OASDI: 

Present  law.  _  ______  

5.7 

5.6 

4.7 

4.7 

8-percent-benefit  increase    

6.2 

6.1 

5.2 

5.1 

15-percent-benefit  increase..   

6.7 

6.6 

5.6 

5.5 

15  percent  and  $70  minimum  . 

7.3 

7.0 

6.0 

5.8 

Poor  or  low  income: 

Present  law.    

7.5 

5.2 

9.9 

7.3 

8-percent-benefit  increase  .____. 

7.0 

4.7 

9.4 

6.9 

15-percent-benefit  increase.. 

6.5 

4.2 

9.0 

6.5 

15  percent  and  $70  minimum  

5.9 

3.8 

8.6 

6.2 

Percent  of  total 

All  persons  aged  65  and  over  2          _  .   

100 

100 

100 

100 

Above  povery  or  low-income  without 

benefits..   .            ...  ______ 

32 

42 

24 

35 

Kept  above  by  OASDI: 

Present  law   _ 

30 

30 

24 

25 

8-percent-benefit  increase  

32 

33 

27 

28 

15-percent-benefit  increase  

35 

36 

29 

30 

15  percent  and  $70  minimum. . .   

38 

38 

31 

31 

Poor  or  low  income: 

Present  law...  _   ...        .  _ 

39 

28 

51 

39 

8-percent-benefit  increase       _  „ 

36 

25 

49 

37 

15-percent-benefit  increase   _  

34 

23 

47 

35 

15  percent  and  $70  minimum    

31 

21 

45 

34 

1  "Poverty"  defined  as  annual  income  of  less  than  $1,500  for  a  single  person  and  less  than  $1,900  for  a 
couple;  "low-income  status"  defined  as  annual  income  of  less  than  $1,800  for  a  single  person  and  less  than 
$2,600  for  a  couple. 

2  Excludes  all  beneficiaries  and  other  aged  Americans  living  in  foreign  countries. 
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Table  5. 


■Effect  of  specified  benefit  increases  on  estimated  poverty  and  low-income 
status  1  of  persons  aged  65  and  over  as  of  July  1,  1967 


Subject 


States  on  basis  of- 


Own  income  ("individual 
or  couple) 


AO 


J;er.ef.c;<ir:e-: 


Family  income  (excluding 
persons  in  institutions) 


All 


]',<■:.  t;<.<:\'<-.T\<;-~ 


Numbers  ''in  millions; 


Moved  out  of  poverty  by— 

8-percent-benefit  increase   

15-percent-benefit  increase  

15  percent  and  $70  minimum  

Moved  out  of  low-income  status  by— 

8-percent-benefit  increase—  .. 

15-percent-benefit  increase   

15  percent  and  $70  minimum  


Percent  moved  out  of  poverty  by— 

8-percent-benefit  increase  

15-percent-benefit  increase  

15  percent  and  $70  minimum   

Percent  moved  out  of  low-income  status  by 

8-percent-benefit  increase   

15-percent-benefit  increase  

15  percent  and  $70  minimum..  


0.5 

0.5 

0.5 

0.5 

1.0 

1.0 

1.0 

1.0 

1.8 

1.6 

1.4 

1.4 

.5 

.5 

.4 

.4 

.9 

.9 

.8 

.8 

1.3 

1.3 

' 

1.1 

Percent  of  total 

7 

8 

16 

12 

13 

16 

19 

23 

21 

28 

27 

33 

5 

6 

5 

6 

9 

10 

11 

12 

13 

15 

15 

17 

1 "  Poverty"  defined  as  annual  income  of  less  than  $1,500  for  a  single  person  and  less  than  $1,900  for  a  couple; 
"low-income  status"  defined  a3  annual  income  of  less  than  $1,800  for  a  single  person  and  less  than  $2,600 
for  a  couple. 

2  Excludes  all  beneficiaries  and  other  aged  Americans  living  in  foreign  countries. 


Table  d.—All  OASDI  beneficiaries:  Estimated  poverty  status  1  as  of  July  1,  1967 , 
under  present  law  and  specified  benefit  increases 


Own  income  (individual 

Family  income  (excluding 

or  couple) 

persons  in  institutions; 

Total 

65  and 

Under 

Total 

65 

Under 

over 

65 

plus 

65 

Number  fin  millions; 

23.2 

15.9 

7.3 

22.5 

15.3 

7.2 

8.5 

6.2 

2.3 

6.2 

4.3 

1.9 

7.8 

5.7 

2.1 

5.5 

3.8 

1.7 

7.2 

5.2 

2.0 

4.9 

3.3 

1.6 

6.4 

4.6 

1.8 

4  4 

2.9 

1.5 

.7 

.5 

.2 

.  7 

.5 

.2 

1.3 

1.0 

.3 

1.3 

1.0 

.3 

2.1 

1.6 

.5 

1.8 

1.4 

.4 

Percent 

37 

39 

32 

28 

28 

26 

34 

36 

29 

24 

25 

24 

31 

33 

27 

22 

22 

22 

28 

29 

25 

20 

19 

21 

8 

8 

9 

11 

12 

11 

L5 

16 

13 

21 

23 

16 

25 

26 

22 

29 

33 

21 

Subject 


Total  beneficiaries..   

Poor: 

Present  law   

8-percent-benefit  increase. .. 
15-percent-benefit  increase.  . 
15  percent  and  $70  minimum 
Moved  out  of  poverty  by— 

8-percent-benefit  increase  

15-percent-benefit  increase.  . 
15  percent  and  $70  minimum 


Present  poor: 

Present  law...  

8-percent-benefit  increase  

15-percent-benefit  increase.  _. 

15  percent  and  $70  minimum 
Percent  moved  by— 

8-percent-benefit  increase  

15-percent-benefit  increase .. 

15  percent  and  $70  minimum 


1  "Poverty"  defined  as  annual  income  of  less  than  $1,500  for  a  single  person  aged  65  and  over  and  le?s 
than  $1,900  for  an  aged  couple.  For  beneficiaries  under  age  65,  the  poverty  cutoff  point  varies  w  ith  size 
and  composition  of  family;  for  example,  for  a  mother  and  1  child  or  a  married  couple,  the  poverty  linr*  i 
$2,100  and  it  increases  by  approximately  $500  for  each  (or  each  additional1  child. 
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The  Chairman.  Mr.  Ball,  have  you  made  any  estimate  about  how 
much  welfare  money  this  actually  replaces  that  is  now  being  spent  or 
would  be  spent  by  State  and  local  governments? 

What  I  am  thinking  about  is  the  900,000  people  that  you  referred  to 
who  draw  social  security  benefits  and  also  get  a  welfare  payment  from 
the  State.  If  we  raised  them  $5  a  month,  that  usually  brings  about  a 
reduction  in  the  amount  of  their  welfare  payment,  does  it  not  ? 

Mr.  Ball.  Yes. 

The  Chairman,  Do  we  know  just  how  much  this  particular  increase 
for  the  benefit  of  these  people  would  reflect  a  replacement  of  State  and 
local  funds? 

Mr.  Cohen.  Yes,  Mr.  Chairman.  We  have  made  an  estimate  that 
for  the  fiscal  year  1968  for  the  bill  as  a  whole  there  would  be  a  reduction 
of  $225.1  million  in  Federal  funds.  This  is  made  up  of  a  $220  million 
reduction  due  to  the  across-the-board  benefit  increase  of  15  percent  with 
a  ST0  minimum:  a  $3.1  million  reduction  growing  out  of  the  proposal 
for  hosptal  care  for  the  disabled  under  65 ;  and  a  $2  million  reduction 
related  to  protection  for  disabled  widows. 

In  other  words,  S220  million  is  the  estimated  reduction  in  the  Fed- 
eral share  of  public  assistance  costs  if  all  increased  social  security 
benefits  to  assistance  recipients  were  to  reduce  public  assistance  benefits. 

The  Chairmax.  What  would  that  mean  in  terms  of  State  and  local 
money  replaced  ? 

Mr.  Cohex.  The  estimate  of  the  comparable  reduction  in  State  and 
local  funds  is  S130  million,  which,  if  added  to  the  $225  million  in 
Federal  funds,  would  mean  a  total  reduction  in  Federal,  State,  and 
local  public  assistance  expendtures  of  $355  million  for  the  fiscal  vear 
1968. 

The  Chairman.  Mr.  Ball  and  Mr.  Cohen,  as  I  recall,  there  was  a 
]  ecommendation  from  the  Advisory  Council  on  Social  Security  for  a 
15-percent  across-the-board  increase  in  1965. 

Mr.  Ball.  That  is  correct.  Mr.  Chairman. 

The  Chairzviax.  That  increase  was  to  be  a  straight  percentage  in- 
crease from  the  bottom  to  the  top.  without  any  modification  or  change 
in  the  lower  areas  of  payments  I 

Mr.  Ball.  Xo.  Mr.  Chairman.  The  Council  recommended  an  in- 
crease that  was  roughly  comparable  to  what  would  be  needed  to  restore 
the  purchasing  power  of  the  benefit — then  about  7  percent — and  that 
was  to  be  applied  across  the  board  without  regard  to  any  other  factor, 
just  a  straight  across-the-board  percentage.  But  then  the  additional 
8-percent  increase  was  to  be  accomplished  by  raising  the  so-called  bend 
point  in  the  formula. 

Under  the  benefit  formula  a  greater  percentage  of  the  first  $110  of 
average  earnings  is  paid  in  benefits  and  a  smaller  percentage  of  average 
earnings  above  $110.  They  proposed  that  the  bend  point  of  the 
formula — $110 — be  moved  up  to  accomplish  the  benefit  increase  for 
the  second  part  of  their  combined  proposal  of  15  percent. 

The  Chairman".  Their  total  recommendation  varies  from  what  we 
have  in  the  bill. 

Mr.  Ball.  Yes. 

The  Chairman.  The  bill  increases  the  minimum  amount  greater 
than  they  would  have  increased  it  in  their  recommendation. 
Mr.  Ball.  Yes,  sir. 
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The  Chairman.  There  would  not  have  been  this  increase  of  59  per- 
cent and  they  would  have  allowed,  would  they  not,  as  the  benefit  went 
up  a  greater  percentage  increase  than  the  bill  allows  ?  Am  I  right  in 
that? 

Mr.  Cohen.  Do  you  mean  in  the  minimum,  Mr.  Chairman  ? 

Mr.  Ball.  Above  the  $110  bend  point  that  is  correct.  They  would 
have  increased  benefits  by  more  than  15  percent  at  average  monthly 
earnings  above  $110. 

The  Chairman.  That  is  what  I  thought.  What  was  the  reasoning 
of  the  Department  in  taking  the  position  it  did  rather  than  following 
the  recommendation  of  the  Council  ? 

Mr.  Ball.  One  factor,  Mr.  Chairman,  is  that  this  recommendation 
of  the  Council  came  before  the  1965  amendments,  so  that  part  of  the 
recommendation — the  7-percent  part — was  taken  care  of  in  those 
amendments. 

The  administration  is  actually  proposing,  therefore,  a  higher  bene- 
fit increase  than  the  Council  had  in  mind  in  the  sense  that  the  cost-of- 
living  part  was  taken  care  of  in  1965,  or  at  least  largely  taken  care 
of. 

Now,  in  our  consideration  of  what  to  recommend  this  year,  we  gave 
more  weight  than  the  Council  did  to  the  very  point  you  were  discussing 
a  few  minutes  ago — the  great  need  of  some  of  the  people  getting  lower 
benefits,  and  the  great  need,  within  limits,  to  have  this  system  more 
effective  in  moving  people  out  of  poverty  and  into  at  least  a  minimum 
level  of  living.  We  just  gave  a  different  weight  to  various  factors  in 
our  approach,  and  therefore  put  somewhat  more  of  the  benefit  improve- 
ments into  this  lower  part  of  the  benefit  scale  than  the  Council 
recommended. 

Mr.  Cohen.  Mr.  Chairman,  perhaps  I  ought  to  put  in  the  record, 
to  complete  your  previous  discussion,  what  would  be  the  effect  of  just 
having  an  across-the-board  15-percent  increase.  This  would  mean 
roughly  a  $50  minimum  instead  of  the  present  $44  or  the  $70  minimum 
we  are  proposing. 

An  increase  in  the  minimum  to  $70  rather  than  to  $50  would  take 
about  400,000  additional  people  65  and  over  out  of  poverty. 

The  Chairman.  The  reason  I  am  asking  these  questions  about  the 
minimum,  Mr.  Cohen,  is  that  the  Social  Security  Administration,  dur- 
ing your  absence  from  the  Administration  in  1954,  made  a  study  of 
which  you  are  aware,  I  am  sure,  of  the  minimum  benefits.  It  is  my 
recollection  that  that  study  concluded  that  the  people  getting  the  mini- 
mum by  and  large  were  people  who  never  really  depended  on  thei1' 
covered  earnings  for  their  support.    Is  that  still  true  ? 

Mr.  Cohen.  We  have  made  a  new  study  on  the  minimum  which  1 
think  is  available  now. 

The  Chairman.  I  would  like  to  see  where  it  varies  from  the  earlier 
study. 

Mr.  Cohen.  My  own  impression,  Mr.  Chairman,  of  the  analysis  of 
the  minimum  over  the  years  has  been,  if  I  can  put  it  this  way,  that  at 
least  a  large  proportion  of  those  people  have  to  wholly  depend  upon 
their  social  security  benefits,  or  at  least  do  not  have  much  other  in- 
come— many  none  at  all.  What  in  effect  we  have  done  this  time  is  to 
give  greater  weight  to  the  fact  that  with  the  increase  in  prices  and  the 
changes  in  wage  levels,  it  would  be  appropriate  for  our  system  to  make 
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a  more  significant  contribution  to  taking  people  out  of  poverty  than 
in  the  past. 

The  Chairman.  I  am  not  criticizing.  I  am  merely  trying  to  ascer- 
tain why.  In  this  instance  would  it  be  safe  to  say  we  depart  from  the 
initial  theory  of  wage-related  benefits  ? 

Mr.  Cohen.  No.  I  don't  think  we  depart  from  the  theory,  because 
we  have  always  set  a  minimum  in  the  law,  right  from  the  beginning  

The  Chairman.  It  has  never  been  high  enough  to  fully  meet  a  per- 
son's needs. 

Mr.  Cohen.  It  is  a  matter  of  degree,  and  I  would  argue  that  in  any 
social  insurance  system  there  should  be  a  reasonable  minimum.  This 
means  of  course,  that  some  people  will  get  benefits  very  substantially 
greater  than  what  they  have  contributed. 

This  has  been  considered,  you  will  recall,  in  the  committee  many 
times.  As  long  as  you  have  a  scale  of  benefits  in  which  individuals 
who  have  higher  earnings  and  contribute  more  get  more,  I  think  you 
are  still  having  a  wage-related  system  even  if  there  is  a  substantial 
minimum. 

The  Chairman.  What  I  am  leading  to  is  this :  I  would  like  for  you 
to  give  us  a  breakdown  of  the  people  by  classification  of  jobs  and  so 
on  who  will  get  this  $70  minimum.  I  think  we  would  still  find  that 
although  the  1954  study  may  not  exactly  reflect  present  conditions,  it 
still  has  a  degree  of  accuracy  in  it.  These  are  not  all  people  who  de- 
pended upon  their  covered  earnings  for  support.  They  had  other 
incomes.  I  am  thinking  of,  say,  the  Federal  employee  who  also  had  a 
job  covered  by  social  security  at  which  he  worked  2  hours  at  night. 

I  would  just  like  to  know  about  the  classes  of  people  who  will  get 
this  benefit.  It  staggers  my  imagination  that  you  would  come  for- 
ward with  an  increase  in  the  minimum  this  high.  It  is  bigger  than 
any  we  have  provided  in  the  past. 

Mr.  Cohen.  That  is  correct,  Mr.  Chairman,  and  you  are  touching  on 
the  fact  that  perhaps  there  is  some  modification  in  policy  that  is  em- 
bodied in  this  proposal.  We  think  the  system  should  be  consistent 
with  the  philosophy  of  a  wage-related  system  and  still  make  a  sub- 
stantial contribution  to  the  reduction  of  poverty ;  we  think  that  those 
two  objectives  should  be  kept  in  mind  but  always  balanced  so  that  the 
people  who  have  higher  earnings  and  who  contribute  more  get  more. 

(The  following  material  was  received  by  the  committee:) 

A  Study  of  People  Who  Are  Getting  the  Minimum  Benefit  Under  Social 

Security 

A  recent  study  conducted  by  the  Social  Security  Administration  of  people  who 
become  entitled  to  social  security  benefits  shows  that  people  getting  very  low 
social  security  benefits  have  very  little  outside  income,  and  that  the  lower  the 
social  security  benefit  the  less  likely  the  beneficiary  is  to  have  any  other  retirement 
income1  or  resources.  Among  beneficiaries  on  the  rolls  at  the  end  of  1962  over 
half  (55  percent)  of  the  retired  workers  getting  the  minimum  benefit  (then  $40, 
now  $44)  had  no  retirement  income  other  than  their  social  security  benefits. 
Well  over  20  percent  were  getting  public  assistance.  Two-thirds  of  the  widows 
getting  minimum  widow's  benefits  had  no  outside  retirement  income,  and  over 
one-fifth  (22  percent)  were  getting  public  assistance. 

The  situation  was  very  little  better  at  benefit  ranges  just  above  the  minimum. 
Among  workers  getting  benefits  in  the  $41-$59  range  46  percent  of  the  married 


1  "Retirement  income"  includes  income  from  social  security,  railroad  retirement,  govern- 
ment employees  retirement,  private  pensions,  veterans'  compensation  and  pensions,  interest, 
dividends,  rents  and  private  annuities. 
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men,  63  percent  of  the  single  men,  and  48  percent  of  the  single  women  had  no 
retirement  income  other  than  social  security  benefits.  Of  the  widows  getting 
benefits  in  this  range,  43  percent  had  no  outside  income.  Here  again,  about  20 
percent  of  the  retired  workers  were  on  the  public  assistance  rolls. 

Who  are  these  people  who  are  getting  these  low  benefits?  Of  the  people 
coming  on  the  rolls  at  the  minimum  in  1964,  65  percent  were  women  and  35  per- 
cent were  men.  In  the  near-minimum  range,  59  percent  were  women  and  41 
percent  men.  People  coming  on  the  rolls  in  1964  were  in  their  fifties  or  older  in 
the  early  1950's,  when  the  coverage  of  the  program  was  broadly  extended ;  em- 
ployment opportunities  for  women,  in  particular,  at  these  ages  are  notoriously 
quite  limited.  Many  of  the  people  coming  on  the  rolls  in  these  low  benefit  levels, 
reflecting  irregular  or  scattered  employment  in  their  later  years,  may  well  have 
been  quite  regularly  employed  and  have  supported  themselves  from  their  earnings 
in  work  now  covered  when  they  were  younger. 

What  about  the  men  who  came  on  the  rolls  at  the  minimum?  Many  were 
farm  people:  coverage  of  employment  and  self-employment  on  farms  was  not 
complete  until  1956.  Among  the  men  coming  on  the  rolls  at  the  minium,  half 
had  some  farm  work,  and  almost  one-third  had  only  farm  work,  in  the  years 
1957  through  1963.  Of  all  the  male  retired  workers  coming  on  the  rolls  in  1964 
who  had  only  farm  wage  work  in  those  years,  one-half  got  minimum  benefits. 
Among  those  with  only  farm  self-employment,  one-fourth  got  minimum  bene- 
fits— nearly  five  times  as  large  a  proportion  as  among  workers  with  nonfarm 
earnings  only. 

It  has  been  thought  in  the  past  that  many  people  who  get  minimum  benefits 
have  spent  most  of  their  working  lives  in  employment  covered  under  other  pub- 
lic plans — Federal  civil  service,  railroad  retirement,  and  State  and  local  govern- 
ment plans.  While  over  the  long  run  this  may  turn  out  to  be  true,  available 
evidence  indicates  that  at  present  few  people  getting  minimum  or  near-minimum 
benefits  have  other  public  pension.  Among  beneficiaries  on  the  rolls  at  the  end  of 
1962  who  were  getting  the  minimum,  15  percent  of  married  men,  3  percent  of 
nonmarried  men,  and  4  percent  of  nonmarried  women  got  other  public  or  private 
pensions  ;  among  those  getting  near-minimum  benefits,  11  percent  of  married  men, 
2  percent  of  nonmarried  men,  and  6  percent  of  nonmarried  women  got  other 
public  or  private  pensions. 

What  about  widows  getting  low  benefits?  Their  situation  is  even  worse.  Two- 
thirds  of  the  widows  getting  minimum  benefits  had  no  retirement  income  other 
than  social  security,  only  5  percent  had  other  public  or  private  pensions,  and  22 
percent  had  to  turn  to  public  assistance  for  support. 

The  Chairman.  Don't  lead  me  down  the  road  to  reach  the  con- 
clusion that  this  is  leading  to  a  poverty  program  because  I  might  then 
want  to  enact  the  Townsend  plan. 

Mr.  Cohen.  That  plan's  scale  of  benefit's  was  not  primarily  designed 
to  eliminate  poverty.  It  was  neither  wage  related  nor  designed  solely 
to  eliminate  poverty.   It  was  designed  to  circulate  money. 

The  Chairman.  Let's  keep  it  as  much  wage  related  as  we  can.  I 
would  caution  you  on  that,  Mr.  Secretary,  if  people  are  to  pay  these 
rates  of  taxes  on  these  types  of  wage  bases,  in  the  future  there  has 
has  to  be  a  very  close  wage  relationship,  in  my  opinion,  to  continue  to 
obtain  the  support  of  the  American  people  for  these  amounts  of  out- 
lays. 

Mr.  Ball,  you  have  really  raised  a  question  in  my  mind  here  with 
respect  to  payments  for  wndows  and  wives,  those  that  gain  from  the 
activities  of  the  male  over  the  lifetime  of  the  male. 

Now  what  do  you  mean  by  recommending  a  limitation  on  a  wife's 
benefits  of  $90?  You  have  also  done  it  to  the  husband  which  is  a 
matter  of  concern  to  Mrs.  Griffiths.  Tell  me  wThy  in  the  world  you 
have  such  a  limitation  here.  We  always  said  the  wife  is  entitled  to  50 
percent  of  what  her  husband  receives.  I  always  wrondered  whether 
that  was  enough,  and  now  you  are  going  to  set  a  $90  limitation. 
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Mr.  Ball.  Mr.  Chairman,  I  am  sure  it  is  clear,  first  of  all,  that  the 
one-half  of  the  man's  benefit  for  the  wife  continues  not  only  all  the 
way  up  the  scale  as  far  as  present  benefit  payments  are  concerned,  but 
as  far  as  all  expectations  under  present  law  are  concerned. 

The  Chairman.  When  that  man  in  the  years  ahead  gets  the  $288 
benefit,  why  is  his  wife  going  to  be  limited  to  the  $90  ? 

Mr.  Ball.  I  think  we  have  a  choice  there,  and  in  my  judgment  it 
is  a  close  question.  As  you  go  higher  up  on  the  earnings  base,  yon 
have  a  choice,  for  the  same  amount  of  money,  of  making  the  single 
worker's  benefit  more  closely  wage  related  and  having  the  couple  get 
somewhat  less  as  a  replacement,  or  on  the  other  hand  of  continuing 
the  theory  we  have  had  in  the  past  with  a  somewhat  lower  amount  for 
the  single  worker.  One  can  choose  between  those  two  approaches.  It 
would  seem  to  me — I  don't  put  great  weight  on  this — that  there  is 
probably  not  the  same  need,  at  the  upper  levels  of  earnings  that  would 
be  covered,  to  differentiate  quite  so  much  between  a  couple  and  a  single 
person. 

The  Chairman.  That  statement  of  yours  is  what  disturbs  me.  You 
said  there  was  not  as  much  need,  and  this  has  been  a  wage-related 
program.  If  we  are  going  to  tax  a  man  on  higher  wages  and  higher 
incomes,  why  don't  we  keep  the  wage  relationship  ? 

Mr.  Ball.  You  get  closer  to  a  wage-related  system  if  you  make  the 
payment  without  so  much  regard  to  whether  or  not  he  has  dependents. 

Specifically,  in  this  proposal  we  would  pay  the  single  person  at  the 
maximum  somewhat  more  as  a  percentage  of  past  wages  he  gets  at  the 
maximum  now,  but  would  pay  the  couple  at  the  maximum  somewhat 
less  as  a  replacement  than  they  get  at  present.  That  makes  it  more 
closely  wage  related,  more  like  civil  service  or  a  private  pension  plan. 

The  Chairman.  It  has  never  been  like  civil  service  or  a  private 
pension  plan  in  all  respects.  If  we  are  going  to  do  that,  then  for  the 
sake  of  equality  of  treatment  let's  give  these  people  the  highest  5  years 
of  wages  and  let's  do  some  of  the  other  things  in  the  social  security  sys- 
tem that  are  done  in  the  civil  service  system  that  increase  the  indi- 
vidual's benefit  when  his  wife  is  not  given  a  benefit. 

We  have  done  this  because  of  the  recognition  of  the  fact,  over  the 
years,  that  a  social  security  benefit  is  determined  on  the  basis  of  the 
lifetime  earnings  of  the  individual,  good  years  or  bad,  and  also  be- 
cause this  50  percent  of  his  benefit  which  goes  to  his  wife,  is  a  fair 
reflection  of  the  wage  relationship  principle.  If  you  are  going  to 
put  her  $50  over  with  his  and  waive  his  primary  benefit,  then  you 
don't  need  a  wife's  benefit.  They  get  the  same  amount.  But  the  two 
added  together,  I  think,  reflect  a  wage  relationship  under  the  benefit 
formula.  I  hate  to  see  us  depart  from  it.  I  don't  know  what  the 
additional  cost  would  be,  Mr.  Myers. 

Mr.  Ball.  It  is  very  slight. 

The  Chairman.  When  we  tax  these  people  at  higher  levels,  they 
should  be  treated  as  others  are  treated.  I  am  trying  to  understand 
the  theory.    What  would  it  cost  to  take  out  the  $90  limitation  ? 

Mr.  Myers,  It  would  cost  0.01  percent  of  taxable  income. 

The  Chairman.  Let's  pass  on  to  something  else. 

Last  fall,  we  had  this  high  level  executive  session  to  determine  the 
accuracy  of  all  of  these  new  estimates  with  respect  to  fertility,  longev- 
ity, and  so  on,  Mr.  Cohen.    It  was  thought  that  perhaps  we  ought  to 
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increase  the  income  limitation  from  $1,500  to  $1,620,  as  I  remember. 
What  is  the  reason  for  the  change  from  $1,620  to  $1,680  since  the  fall 
of  last  year  ? 

Mr.  Cohen.  I  don't  think  there  was  really  any  new  information. 
The  figure  of  $1,680  for  the  exempt  amount  under  the  retirement  test 
was  simply  an  attempt  on  our  part  to  recognize  that  the  total  pro- 
visions of  the  bill  should  try  to  reflect  to  some  extent  the  reevaluation 
of  economic  conditions.  We  simply  thought  that  $1,680,  a  12  percent 
increase,  represented  a  more  appropriate  measure  of  What  we  are  try- 
ing to  do. 

As  you  know,  yourself,  we  are  always  pulled  in  two  opposite  direc- 
tions in  connection  with  the  retirement  test.  I  think  this  is  the  one 
provision  in  the  legislation  in  which  there  are  more  Members  of  Con- 
gress proposing  changes  than  any  other  provision — they  are  proposing 
to  •substantially  increase  the  amount  because  they  feel  there  should  be 
more  work  incentives  for  older  people.  Because  of  the  great  interest 
in  this  provision  I  would  like  to  submit  a  full  statement  for  the  record. 

The  Chairman.  Without  objection  the  statement  will  be  inserted 
at  this  point  in  the  record. 

rrhe  statement  referred  to  follows :) 

The  Retirement  Test  Under  the  Social  Security  Program 

A  basic  purpose  of  the  social  security  program  is  to  help  maintain  the  income 
of  a  worker  and  his  family  by  providing  cash  benefits  to  partly  make  up  for  the 
loss  of  income  from  work  caused  by  retirement  in  old  age  and  by  disability  or 
death  at  any  age.  Therefore,  the  law  includes  a  provision  (generally  referred 
to  as  the  retirement  test )  under  which  full  benefits  are  payable  to  a  worker  only 
when  he  is  considered  to  be  retired,  and  to  the  dependents  and  survivors  of  a 
worker  only  when  they  do  not  have  substantial  earnings  from  work.  Except  for 
people  age  72  or  older,  who  may  receive  benefits  even  though  they  are  not  retired, 
the  program  does  not  provide  benefits  for  people  who  have  not  been  exposed  to  an 
earnings  loss. 

HOW  DOES  THE  RETIREMENT  TEST  WORK  ? 

The  retirement  test  is  intended  to  limit  the  benefits  of  the  social  security 
program  to  those  people  who  have  suffered  a  loss  of  work  income.  Thus,  its 
purpose  is  to  channel  benefits  in  accordance  with  the  purpose  of  social  security 
rather  than  to  limit  the  amount  a  person  can  earn  from  work.  The  retirement 
test  is  constructed  so  as  to  interfere  as  little  as  possible  with  incentives  to  work. 
The  elements  of  the  present  retirement  test  are  as  follows  : 

1.  An  annual  exempt  amount  of  earnings:  Annual  earnings  up  to  $1500  are 
exempt  from  the  test ;  a  beneficiary  who  earns  no  more  than  $1500  in  a  year  gets 
full  benefits  for  each  month  of  the  year. 

2.  A  two-step  reduction  in  benefits  for  earnings  above  the  exempt  amount:  A 
beneficiary  who  earns  more  than  $1500  in  a  year  has  $1  in  benefits  withheld  for 
each  $2  of  earnings  between  $1500  and  $2700  and  for  each  $1  of  earnings  above 
$2700. 

3.  A  monthly  exempt  amount  of  earnings:  Regardless  of  his  annual  earnings, 
a  beneficiary  who  neither  works  for  wages  of  more  than  $125  in  a  given  month 
nor  renders  substantial  services  in  self -employment  in  the  month  gets  full  benefits 
for  that  month. 

4.  An  exemption  on  account  of  age:  Benefits  are  payable  to  a  beneficiary  at 
age  72  regardless  of  the  amount  of  his  earnings.  This  provision  was  included 
because  otherwise  people  who  continue  working  to  a  very  advanced  age  would 
never  get  benefits  even  though  they  had  paid  contribution  longer  than  most 
other  people. 

5.  Nonwork  income  not  counted:  The  test  applies  only  to  income  from  work ; 
benefits  are  payable  regardless  of  income  from  nonwork  sources  ( savings,  invest- 
ments, insurance,  private  pensions  and  the  like) . 
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HOW  WOULD  THE  RETIREMENT  TEST  BE  CHANGED? 

Under  H.R.  5710.  the  following  changes  would  he  made  : 

1.  The  annual  exempt  amount  of  earnings  would  be  increased  from  $1500 
to  S16S0. 

2.  For  each  $2  of  earnings  between  $16>0  and  $2880  a  year  I  rather  than 
between  $1500  and  82700  as  under  present  law)  SI  in  benefits  would  be 
withheld. 

3.  The  monthly  exempt  amount  of  earnings  would  be  increased  from  $125 
to  $140. 

WHAT  WOUTD  BE  THE  EFFECT  OF  THE  CHANGES  ? 

In  terms  of  earnings  from  part-time  work,  the  recommended  increase  in  the 
amount  of  earnings  a  person  can  have  and  still  get  all  of  his  benefits  is  quite 
liberal. 

About  750.000  people  would  get  more  social  security  benefits  than  under  present 
law :  and  an  estimated  $185  million  would  be  paid  out  in  additional  benefits  in 
the  first  12  months  of  operation.  The  additional  cost  to  the  program  would  be 
0,06  percent  of  payroll,  figured  on  a  level-premium  basis. 

It  should  be  noted  that  it  would  be  possible  under  the  proposed  changes  for 
people  to  have  fairly  substantial  earnings  and  still  get  some  of  their  benefits. 
For  example,  a  worker  reaching  age  65  and  retiring  in  January  196$  i  the  year 
the  changes  would  become  effective  i  who  has  had  maximum  earnings  in  all  years 
would  be  potentially  eligible  for  a  monthly  benefit  amount  of  $158.70 — $1904,40 
for  the  year:  he  could  earn  $4000  a  year  and  still  get  $184.40  in  social  security 
benefits  for  the  year.  If  the  man  is  married,  he  and  his  wife  would  get  monthly 
benefits  of  $238.10 — $2857.20  for  the  year  :  he  could  earn  $4000  a  year  and  the 
couple  would  get  over  $1000  i  $1137.20  )  in  benefits  for  the  year.  Appendix  I  con- 
tains a  table  showing  the  amount  of  earnings  a  beneficiary  can  have  before  all 
benefits  are  withheld  under  the  retirement  test  provisions  in  present  law  and 
under  those  in  H.R.  5710. 

WHY    AREN'T    INVESTMENT    AND    OTHER    N  ON  WORK    INCOME    COUNTED    UNDER  THE 

RETIREMENT  TEST? 

If  the  payment  of  benefits  were  conditioned  on  a  person's  not  having  other 
sources  of  income,  the  character  of  social  security  would  be  changed  from  that  of 
an  insurance  program  to  a  welfare  program. 

By  providing  for  the  payment  of  benefits  on  the  basis  of  a  loss  of  earned  income 
and  without  regard  to  the  individual's  other  financial  resources,  social  security 
serves  as  a  base  on  which  other  sources  of  retirement  income — investments,  sav- 
ings, insurance,  private  pensions,  <md  the  like — can  be  built.  Withholding  bene- 
fits because  of  nonwork  income  would  discourage  personal  savings  and  would 
make  it  harder  for  people  to  have  a  comfortable  life  in  retirement. 

Moreover,  withholding  benefits  because  of  income  from  private  pensions  or 
annuities  would  seriously  discourage  the  growth  of  private  pension  systems. 
Social  security  contributions  of  both  employers  and  employees  are  compulsory: 
it  would  be  self-defeating  for  a  firm  to  provide  an  additional  pension  if  this 
would  result  in  the  employee's  social  security  benefit  being  withheld.  And  for 
many  people  there  would  be  little  or  perhaps  no  return  for  the  money  contributed 
to  s<xial  security  if  additional  money  had  been  invested  for  supplementary 
pensions. 

HOW  DOES   THE  RETIREMENT   TEST  AFFECT  INCENTIVES   TO  WORK  ? 

Any  provision  that  limits  the  amount  of  social  security  benefits  that  a  person 
can  get  in  relation  to  his  earnings,  as  the  social  security  retirement  test  does, 
will  act  to  some  degree  as  a  deterrent  to  work.  The  deterrent  to  work  that 
exists  under  the  present  retirement  test,  though,  is  quite  limited.  To  the  extent 
that  older  people  have  the  opportunity  to  work,  the  opportunity  usually  takes  the 
form  of  an  offer  of  a  job  for  a  given  amount  of  wages  :  and  if  a  beneficiary  has 
the  choice  of  taking  a  job  or  not  taking  a  job.  it  is  almost  always  financially 
advantageous  for  him  to  take  the  job  despite  the  retirement  test.  Likewise,  if 
the  choice  is  between  taking  a  job  paying  up  to  $1500  and  taking  one  paying 
more  than  $1500.  a  person  almost  always  will  have  more  in  total  income  as  a 
result  of  taking  the  higher-paying  job.    It  is  only  when  a  person  has  a  choice 
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between  taking  a  job  paying  $2700  or  slightly  less,  and  taking  one  paying  some- 
what more  than  $2700  but  not  a  great  deal  more,  that  because  of  the  income  tax 
he  may  stand  to  lose  by  taking  the  higher-paying  job.  If  he  takes  it  he  will  lose 
a  dollar  in  tax-free  benefits  for  every  dollar  he  gets  in  taxable  earnings  above 
$2700. 

Relatively  few,  probably  less  than  200,000  people,  among  the  17  million  people 
aged  65  and  older  who  are  eligible  for  social  security  benefits  are  holding  their 
earnings  down  because  of  the  retirement  test.  As  shown  in  the  attached  table 
(Appendix  II),  approximately  800,000  of  the  17  million  aged  eligible  for  social 
security  benefits  are  earning  enough  over  $1500  so  that  all  their  benefits  are  being 
withheld ;  they  apparently  are  earning  all  they  can  earn,  so  that  the  retirement 
test  is  not  a  deterrent  to  work  for  them.  And,  probably  most  of  the  one  million 
people  with  annual  earnings  of  less  than  $1200  are  unable  to  earn  as  much  as 
$1500  a  year.  Another  5.1  million  are  unable,  or  prefer  not,  to  work  at  all  (as 
indicated  by  the  fact  that  they  have  no  earnings  at  all),  and  8.4  million  are  age 
72  or  older  and  not  subject  to  the  retirement  test. 

Of  the  remaining  800,000  people  age  65  and  older  who  are  eligible  for  social 
security  benefits,  about  200,000  are  earning  between  $1200  and  $1500  a  year. 
Presumably  some  of  these  200,000  are  holding  their  earnings  down — either  be- 
cause they  do  not  understand  the  retirement  test  or  because  they  want  to  get 
all  their  benefits — and  would  earn  more  than  they  do  now  if  the  test  were  re- 
pealed or  if  the  annual  $1500  exempt  amount  were  increased ;  others  among  the 
200,000  no  doubt  are  earning  all  that  they  can  earn.  Another  group,  of  about 
600,000,  are  earning  over  $1500  and  are  getting  some  but  not  all  of  their  benefits. 
Most  of  these  people  are  probably  either  earning  all  that  they  can  earn,  or  are 
earning  all  that  they  can  earn  considering  the  amount  of  time  they  wish  to 
devote  to  work. 

WHAT  IF  THERE  WERE  NO  RETIREMENT  TEST? 

The  only  way  the  social  security  program  could  be  changed  so  that  it  would 
not  discourage  work  at  all  would  be  to  repeal  the  retirement  test.  Such  a  change 
would  remove  the  deterrent  to  work  for  those  who  are  holding  their  earnings 
down.  For  those  who  are  now  earning  as  much  as  they  can  or  want  to,  irrespec- 
tive of  the  retirement  test — elimination  of  the  test  would  of  course  have  no 
effect  on  the  disposition  to  work ;  yet  because  benefits  would  be  paid  to  people 
who  are  not  now  getting  benefits  and  more  in  benefits  would  be  paid  to  people 
who  are  now  getting  some  benefits  but  not  full  benefits,  the  cost  of  the  program 
would  be  very  substantially  increased.  The  additional  cost  is  estimated  to  be 
0.70  percent  of  taxable  payroll — $2  billion  a  year  now,  and  more  in  future  years. 
These  payments  would  go  mostly  to  the  800,000  people  who  are  earning  so  much 
that  they  are  not  eligible  for  any  social  security  benefits — people  who  are  work- 
ing full  time  just  as  they  did  at  50  or  55.  This  would  not  seem  to  be  the  best 
use  of  the  funds  of  the  program. 

SUMMARY 

The  idea  of  the  present  program  is  to  make  up  for  the  loss  of  earnings  when  a 
worker  retires,  becomes  disabled,  or  dies.  If  there  were  no  retirement  test,  cash 
benefits  would  be  paid  to  people  who  had  not  lost  work  income  as  well  as  those  who 
had.  As  a  result,  benefit  expenditures  and  benefit  costs  would  be  substantially 
higher.  Moreover,  the  only  workers  who  would  get  more  in  benefits  than  they  eet 
under  the  present  program  would  be  those  who  continue  working  and  earning 
substantial  income :  the  great  majority  of  beneficiaries,  who  are  dependent  pri- 
marily on  their  benefits  for  support,  would  not  be  helped  at  all.  If  substantial 
additional  expenditures  are  to  be  incurred,  it  seems  better  to  pay  higher  benefits  to 
those  who  are  not  working  (usually  because  they  are  not  able  to),  instead  of 
having  additional  money  go  to  those  still  working  regularly. 

The  retirement  test  changes  that  would  be  provided  under  H.R.  5710  involve 
a  relatively  low  cost — 0.06  percent  of  payroll  as  compared  with  a  cost  of  0.70 
percent  of  payroll  for  eliminating  the  test.  These  changes  therefore  do  hot 
stand  in  the  way  of  the  substantial  improvement  in  benefit  levels  that  has  been 
recommended  for  all  beneficiaries.  At  the  same  time,  though,  in  terms  of  part- 
time  work,  the  recommended  increase  in  the  amount  of  earnings  a  person  can 
have  and  get  all  his  benefits  is  quite  liberal. 
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Appendix  I 

Comparison  of  the  amount  of  earnings  a  beneficiary  can  have  before  all  benefits  are 
withheld  under  the  retirement  test  provisions  in  present  law  and  under  those  in 
H.R.  5710 


Amount  of  earnings  before 

all  benefits  are  withheld 

Annual  bene- 

Average annual  earnings  before  age  65 

fit  under 

H.R.  5710  1 

Under  retire- 

Retirement 

ment  test 

test  provision 

provision  in 

under  H.R. 

present  law  2 

5710  3 

Worker  without  dependents: 

. 

$1,200..            .  ... 

$872. 40 

$2, 972. 40 

$3, 152.  40 

$2,400..            -        ...      .            __         .  . 

1, 240.  80 

3,  340.  80 

3,  520.  80 

$3,600.  .  _   

1,  551.  60 

3, 651.  60 

3, 831.  60 

$4,800-                                    -         .                .  .  ,  . 

1,  875.  60 

3,  975.  60 

4, 155.  60 

$6,600.  ------- 

2, 318.  40 

4, 418.  40 

4,  598.  40 

$7,200-.-            -           .                   -  --  . 

2, 484.  00 

4,  584.  00 

4,  764.  00 

$9,000.                        -            -     ---  .1  

2, 976.  00 

5,  076.  00 

5,  256.  00 

$10,800.                .            .                _           -  - 

3, 456.  00 

5,  556.  00 

5,  736.  00 

Worker  with  wife  getting  benefits: 

$1,200-.  -                      -  _  _ 

1, 309.  20 

3, 409.  20 

3,  589.  20 

$2,400..-     ------  - 

1,  861.  20 

Q  Qfil  90 

Of  !7TJi..  t*\J 

4  141.  20 

$3,600- 

2,  328. 00 

4,  428.  00 

4,'  608!  00 

$4,800  -  

2,814.00 

4, 914.  00 

5, 094.  00 

$6,600 

5, 498.  40 

5, 678.  40 

$7,200  

3, 564.  00 

5, 664.  00 

5,  844.00 

$9,000  -  

4,056.00 

6, 156.  00 

6,  336.  00 

$10,800  

4, 536.  00 

6,  636.  00 

6,  816.  00 

Worker  with  wife  and  2  children  getting  benefits: 

$1,200  

1, 309.  20 

3, 409.  20 

3,  589.  20 

$2,400  -  

1,  939.  20 

4, 039.  20 

4,  219.  20 

$3,600  

2, 880.  00 

4,  980.  00 

5, 160.  00 

$4,800  

3,  868.80 

5, 968.  80 

6, 148.  80 

$6,600  

4, 804.  80 

6,  904.80 

7, 084.80 

$7,200  

5, 044.  80 

7, 144.  80 

7,  324.  80 

$9,000  

5,  760.  00 

7,  860.  00 

8,  040.  00 

$10,800  

6, 480.  00 

8,  580.  00 

8,  760.  00 

1  Assumes  that  benefits  did  not  start  before  age  65  and  thus  are  not  actuarially  reduced. 

2  $1,500  annual  exempt  amount;  $1  for  $2  to  $2,700;  $1  for  $1  above  $2,700. 

3  $1,680  annual  exempt  amount;  $1  for  $2  to  $2,880;  $1  for  $1  above  $2,880. 

Appendix  II 

Applicability  of  the  retirement  test  with  respect  to  people  aged  65  and  over 
eligible  for  social  security  benefits,  by  estimated  amount  of  earnings  in  1967 


[Figures  as  of  Jan.  1,  1967] 

Millions 

U.S.  population  aged  65  and  over 1  19.  2 


People  aged  65  and  over  eligible  for  social  security  cash  benefits 2  17.  0 


Eligible  people  not  subject  to  the  retirement  test 3   9.  3 

Eligible  people  subject  to  the  retirement  test 4   7.  7 


With  no  earnings  in  1967   5. 1 

With  annual  earnings  for  1967  below  $1,200   1.  0 

With  annual  earnings  for  1967  of  $1,200-$1,500   .  2 

With  annual  earnings  for  1967  above  $1,500   1.  4 


With  only  part  of  the  benefits  payable  for  1967  because  of 
the  retirement  test   .  6 

With  no  benefits  payable  for  1967  because  of  the  retirement 
test    .8 


1  Includes  population  of  the  50  States,  District  of  Columbia,  Puerto  Rico,  Virgin  Islands. 
Guam,  and  American  Samoa. 

2  Includes  spouse  over  age  65  of  workers  62  to  65  and  fully  insured. 

3  Includes  workers  age  72  and  over,  their  spouses  aged  65  and  over,  and  survivors  aged 
72  and  over  of  deceased  workers.  Also  includes  certain  uninsured  people  age  72  and 
older  entitled  to  special  payments. 

4  Includes  workers  aged  65  to  71,  their  spouses  aged  65  and  over  (including  those  of 
workers  62  to  65  and  fully  insured),  and  survivors  aged  65  to  71  of  deceased  workers. 
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The  Chairman.  There  are  two  subjects  I  would  like  to  pursue  here 
briefly. 

One  is  raising  the  exemption  for  income  tax  purposes  and  the  other 
is  raising  the  income  test  under  social  security.  We  do  have  a  num- 
ber of  bills  on  each  subject. 

Mr.  Cohen.  Our  proposal  to  increase  the  exempt  amount  repre- 
sents neither  a  change  in  philosophy  on  our  part  nor  any  new  concrete 
evidence,  but  just  an  attempt  to  keep  the  retirement  test  in  balance. 
As  Mr.  Ball  indicated  in  his  presentation,  it  is  an  area  where  there 
is  more  misunderstanding  of  both  the  intent  of  the  provision  and 
how  it  works  than  any  other  provision  in  the  law. 

The  Chairman.  When  we  started  out,  it  was  $15  a  month,  and  we 
have  gotten  it  up  to  what  under  this  bill? 

Mr.  Cohen.  It  would  be  $140  a  month.  However,  two  things  have 
occurred  during  that  time — not  only  the  change  in  economic  con- 
ditions— — 

The  Chairman.  The  cost  of  living  has  not  gone  up  quite  that  much. 

Mr.  Cohen.  No,  but  there  is  now  a  greater  recognition  that  older 
people  can  and  possibly  should  engage  in  part-time  work. 

The  Chairman.  Why  not  drop  the  age  from  72  to  some  other  level  ? 

Mr.  Cohen.  While  I  think  there  is  merit  to  that  idea,  it  has  perhaps 
as  important  future  consequences  as  increasing  the  retirement  test 
because  to  the  extent  that  you  get  closer  to  an  annuity  paid  without 
regard  to  earnings,  you  would  increase  the  cost  in  the  long  run  still 
more  than  a  liberalization  in  the  amounts  in  the  retirement  test. 

The  Chairman.  I  think  so,  yes. 

Mr.  Cohen.  If  the  concept  is  changed  so  that  social  security  is  not 
fundamentally  a  replacement  of  lost  wages  at  retirement,  but  is  an 
annuity  plan,  that  would  increase  the  level  cost  of  the  program  by 
about  seven-tenths  of  a  percent  of  payroll,  requiring  the  employer  to 
pay  0.35  percent  more  and  the  employee  to  pay  0.35  percent  more,  and 
I  do  not  think  that  would  be  an  appropriate  use  of  the  funds  at  the 
present  time. 

The  Chairman.  Let  me  turn  to  the  coverage  of  farm  employees. 

Do  we  have  any  information  with  respect  to  the  cost  of  collecting  the 
tax  applicable  to  agricultural  employment?  Should  I  direct  this  to 
Mr.  Surrey  when  he  returns? 

Mr.  Ball.  We  would  have  to  get  that  information. 

(The  following  information  was  received  by  the  committee:) 

According  to  the  Treasury  Department,  the  current  cost  of  processing  of  tax 
returns  and  enforcement  activities  in  connection  with  present  farm  labor  cover- 
age is  about  $1.20  per  return.  At  present  about  600,000  returns  are  received 
annually,  and  the  annual  tax-collection,  processing  and  enforcement  cost  is 
$720,000.  Treasury  estimates  that  the  tax-collection  costs  of  the  additional  cover- 
age of  farm  workers  proposed  in  H.R.  5710,  based  on  an  estimated  125,000  addi- 
tional returns  might  be  roughly  $150,000  a  year. 

The  Chairman.  Do  you  have  this  information  with  respect  to  the 
collection  of  tax  for  domestic  workers? 

Mr.  Ball.  No,  we  don't  have  it,  butwe  can  secure  it. 
(The  following  information  was  received  by  the  committee:) 

Treasury  Department  figures  indicate  that  the  current  cost  of  processing  of  tax 
returns  and  enforcement  activities  in  connection  with  domestic  service  cover- 
age averages  about  75  cents  for  each  return.  There  are  about  4.5  million  returns 
annually,  and  the  annual  tax-collection  cost  is  about  $3.4  million.  Of  course, 
housewives  with  covered  domestic  employees  file  returns  quarterly  while  farm 
employers  file  returns  annually. 


SOCIAL  SECURITY  AMENDMENTS  OF   196  7 


321 


The  Chairman.  I  am  concerned  a  little  bit  about  the  fact  that  you 
actually  are  proposing,  as  I  read  this,  to  bring  the  coverage  test  of 
the  farmworkers  more  nearly  in  line  with  the  test  for  domestic 
workers,  are  you  not  ? 

Mr.  Ball.  The  test  for  domestic  workers  is  $50  a  quarter. 

The  Chairman.  This  would  be  $50  a  year. 

Mr.  Ball.  Yes,  so  it  is  actually  a  somewhat  more  liberal  test. 
The  Chairman.  It  would  be  somewhat  more  liberal  than  the  present 
rule  applicable  ? 
Mr.  Ball.  Yes. 

The  Chairman.  What  experience  have  we  had  with  compliance 
with  respect  to  the  coverage  of  domestic  workers  ? 

What  I  am  trying  to  find  out :  Have  we  thought  through  the  ex- 
periences we  have  had  with  respect  to  the  coverage  of  domestic  work- 
ers at  this  low  level  of  income,  $50  a  quarter,  sufficiently  to  know 
whether  or  not  we  have  reached  the  point  where  we  may  lower  the 
amount  of  earnings  required  of  the  agricultural  worker  without  run- 
ning into  compliance  problems  and  administrative  difficulties? 

Mr.  Ball.  I  think  I  would  have  to  say,  Mr.  Chairman,  there 
would  be  some  greater  administrative  difficulty  in  this  lowering  of  the 
test.  I  don't  believe,  however,  that  the  experience  to  be  effected  in 
farm  coverage  could  be  judged  too  well  from  the  experience  in  do- 
mestic coverage ;  the  situation  in  some  of  farm  coverage  today  is  that 
there  are  difficulties  in  the  employers  knowing  when  he  hires  a  person 
whether  this  person  is  going  to  stay  with  him  long  enough  to  meet 
the  test.  Some  of  the  larger  employers  actually  start  deducting  from 
the  employee  on  the  assumption  he  is  going  to  stay  long  enough  to  meet 
the  present  test  even  though  he  never  does. 

So  there  are  some  pros  and  cons  on  this  administratively.  For  the 
employers  I  just  mentioned  it  would  actually  be  somewhat  easier.  I 
think  the  area  where  it  would  be  more  troublesome  would  be  for  the 
small  employer  who  might  be  brought  into  this  for  the  first  time,  but 
even  he  is  not  quite  like  the  domestic  employer. 

Over  recent  years  more  and  more  farmers  for  various  purposes, 
have  had  to  get  more  used  to  recordkeeping  and  that  sort  of  thing 
than  the  average  housewife  is. 

The  Chairman.  You  did  say  this  change  would  bring  in  about 
300,000  additional  farm  employees? 

Mr.  Ball.  Yes. 

The  Chairman.  Have  you  looked  at  the  composition  of  the  300,000  ? 
What  kind  of  workers  would  be  in  this  group  ? 

Mr.  Ball.  I  think  it  would  be  principally  two  kinds,  Mr.  Chairman. 
There  would  be  some  more  migratory  workers  picked  up,  and  also  some 
more  local  seasonal  labor — people  who  go  out  on  a  day-to-day  basis 
from  the  community  where  they  live.  And  to  some  extent  there  would 
be  people  in  this  300,000  who  have  their  major  employment  in  non- 
farm  work — they  are  working  the  rest  of  the  year  in  something  else, 
and  have  not  worked  enough  in  farm  employment  to  be  covered  under 
the  present  test.  This  extension  of  coverage  would  tend  to  fill  out 
their  wage  records. 

The  Chairman.  Would  you  not  pick  up  some  children  ? 

Mr.  Ball.  There  would  be  some  children  and  housewives,  but  many 
of  them  would  be  among  the  700,000  still  excluded. 
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The  Chairman.  Let  me  go  on  to  this  matter  of  $100  for  25  years 
credit.  Is  this  identical  to  the  suggestion  we  had  before  us  in  the 
executive  session  last  fall  ? 

Mr.  Ball.  Yes,  Mr.  Chairman. 

The  Chairman.  We  were  not  then  apprised  of  the  $70  minimum, 
were  we  ? 
Mr.  Ball.  No,  Mr.  Chairman. 

The  Chairman.  Actually  what  does  it  accomplish  if  you  have  a 
$70  minimum  to  have  this  notched  arrangement  ?  You  have  a  $100 
minimum  for  25  years  service.  It  takes  18  years  to  get  to  $72  under 
this  special  minimum.  Just  whom  do  we  have  involved  in  the  $70 
minimum  ? 

I  thought  the  special  was  a  very  good  idea,  and  it  may  still  be,  but 
I  saw  in  it  some  of  the  virtues  of  the  old  program  we  had,  you  will 
remember,  Mr.  Cohen,  which  we  took  out  of  the  law,  when  we  took 
notice  of  the  number  of  years  that  people  had  worked  in  determining 
their  benefit.    What  was  that  called  ? 

Mr.  Cohen.  That  was  called  the  increment. 

The  Chairman.  I  saw  in  this  some  of  the  virtues  of  that  provision, 
but  when  we  raise  the  minimum  to  $70, 1  wonder  just  how  much  incre- 
ment is  left  in  accrued  benefits  ? 

Mr.  Cohen.  I  think  you  put  your  finger  on  it.  In  combination  with 
the  regular  $70  minimum,  the  special  minimum  would  benefit  only 
people  with  more  than  18  years  of  coverage.  I  do  think  though,  quite 
frankly,  that  the  combination  of  these  two  provisions  stresses  both 
elements  of  the  system ;  that  is,  by  paying  this  special  minimum  for 
the  long  service  worker,  you  are  strengthening  the  contributory  nature 
of  the  program.  The  person  who  has  been  in  a  long  time,  having 
contributed  in  25  different  years,  even  though  his  wages  may  have 
been  low  or  only  some  of  them  covered,  should  get  some  recognition 
for  that  long  participation. 

The  $70  minimum,  as  you  discussed  previously,  is  more  a  recognition 
of  the  social  part  of  social  insurance,  recognizing  that  you  ought  to 
pay  a  minimum  benefit  upon  which  the  individual  can  base  his  expendi- 
tures and  other  expectations. 

The  Chairman.  How  many  people,  in  numbers,  would  be  benefited 
with  the  $70  minimum  by  the  inclusion  of  the  $100  for  25  years? 

Mr.  Myers.  Approximately  100,000  people  would  be  affected  by 
this  special  $100  minimum  provision  in  the  first  year  of  operation. 

The  Chairman .  What  would  it  have  been  if  the  minimum  had  been 
$44  and  we  had  this  $100  provision  ?   How  many  in  numbers  ? 

Mr.  Myers.  It  would  be  about  200,000. 

The  Chairman.  No  more  than  200,000  ? 

Mr.  Myers.  No,  Mr.  Chairman.  As  you  surmise,  most  of  the  bene- 
ficiaries who  have  been  in  the  system  for  25  years,  as  of  the  present 
time,  will  have  had  sufficiently  high  wages  (and  thus  a  high  average 
monthly  wage)  and  will  not  have  had  years  of  zero  credits,  so  that 
they  will  have  more  than  the  $100  anyhow. 

The  Chairman.  I  want  to  touch  on  title  19  briefly. 

Mr.  Cohen,  how  does  this  year's  bill,  the  one  before  the  committee, 
differ  from  the  title  19  bill  the  Committee  on  Ways  and  Means  re- 
ported last  fall  ? 
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Mr.  Cohen.  There  are  several  changes,  and  I  will  put  in  at  the  con- 
clusion of  my  oral  statement  an  analysis  of  each  one  of  them  sepa- 
rately. The  major  change  may  be  said  to  be  the  inclusion  of  our  rec- 
ommendation that  the  maximum  financial  participation  of  the  Fed- 
eral Government  in  title  19  be  limited  to  50  percent  more  than  what 
the  State  level  of  eligibility  is  for  its  cash  money  payment  program. 

As  you  recall,  this  was  explored  extensively  in  the  executive  session 
Although  the  committee  did  not  report  out  that  proposal,  you  in- 
structed us  to  continue  to  study  the  problem,  and  after  extensive  study 
and  consultation  about  the  administrative  and  other  problems,  we 
felt  that  this  idea  of  the  50-percent  limitation  was  a  more  satisfactory 
and  more  workable  one  than  the  exclusion  of  the  adults  between  the 
ages  21  to  65  which  the  committee  reported  out  as  its  major  recom- 
mendation in  an  attempt  to  limit  the  size  of  the  Federal  financial 
share. 

The  Chairman.  You  are  leaving  in  all  that  are  under  existing  law 
and  placing  an  outer  limit  on  Federal  participation  ? 

Mr.  Cohen.  That  is  correct.  Growing  out  of  extensive  considera- 
tion in  the  executive  committee  and  the  extensive  exchange  we  had 
with  both  you  and  Mr.  Byrnes  in  the  executive  session,  it  seemed  to 
us  on  reflection  that  putting  in  a  formula  that  required  the  States 
to  give  consideration  to  the  interrelationship  between  their  cash  money 
payment  program  and  their  medical  assistance  program  was  a  de- 
sirable objective.  We  felt  that  the  concept  of  medical  assistance  grow- 
ing out  of  medical  indigency  above  what  you  needed  for  your  food, 
clothing,  shelter,  and  other  essentials  other  than  medical  care  should 
be  framed  in  such  a  way  that  the  State,  in  determining  where  both  the 
State  money  and  the  Federal  money  go,  should  think  of  the  two  pro- 
grams in  an  interrelated  way  and  not  get  one  too  far  out  of  line  with 
the  other. 

So,  our  recommendation  is  that  we  not  match  on  more  than  50  per- 
cent higher  than  the  cash  subsistence,  and  then  there  are  comple- 
mentary recommendations  that  States  be  required  to  pay  at  least  two- 
thirds  of  their  medical  assistance  standards  as  their  cash  standards  in 
order  to  be  sure  there  is  that  interrelationship.  This  is  the  main 
element  of  our  proposals  and  we  estimate  that  this  would  save  approxi- 
mately $15  million  in  the  fiscal  year  1968. 

The  Chairman.  Out  of  a  total  of  how  much  ? 

Mr.  Cohen.  The  total  amount  of  the  Federal  share  in  1968  for  all 
of  medical  care  payments  is  going  to  be  about,  as  I  recall,  $1.2  billion 
in  Federal  funds. 

The  Chairman.  Already? 

Mr.  Cohen.  The  1968  estimate,  yes,  sir,  for  title  19  and  for  Kerr- 
Mills  and  other  medical  vendor  payment  programs  which  are  smaller. 

The  Chairman.  A  combination  of  all  of  the  medical  programs  at 
the  State  level  in  which  we  also  participate. 

Mr.  Cohen.  That  is  correct. 

While  that  is  the  major  recommendation,  we  have  of  course  also 
accepted  certain  other  recommendations  in  your  committee  report, 
though  with  modifications.  One  of  the  committee's  recommendations 
would  have  dispensed  with  the  so-called  comparability  provisions  for 
all  of  the  categories,  and  another  would  have  excluded  from  any 
Federal  participation  under  the  assistance  program  physicians?  and 
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related  services  that  could  have  been  covered  under  supplementary 
medical  insurance. 

We  have  concurred  in  the  recommendation  that  those  types  of  serv- 
ices should  be  excluded  from  Federal  participation.  This  would  save 
approximately  $20  million  in  fiscal  1968  in  title  19.  Of  course  you 
are  aware,  though,  that  the  Federal  Government  will  match  its  $3  as 
it  would  for  any  other  people  who  are  covered  under  the  voluntary 
insurance. 

The  Chairman.  Does  your  proposal  of  what  we  have  in  the  bill  tie 
the  State  people  to  plan  B  ? 

Mr.  Cohen.  As  I  stated  last  year  in  executive  session,  we  did  not 
wish  to  disturb  the  rest  of  the  comparability  provision,  so  that  there 
would  be  this  exception  to  the  comparability  provision.  It  is  really 
a  second  exception  because  you  already  made  an  exception  in  1965  with 
respect  to  the  coverage  of  institutions  for  mental  illness  in  the  case  of 
people  65  and  over  and  we  think  it  would  be  consistent  with  that  pro- 
vision to  make  the  exception  for  SMI  while  keeping  the  comparability 
provision. 

As  far  as  modification  of  the  State  maintenance-of -effort  require- 
ments are  concerned,  we  have  even  gone  somewhat  further  than  the 
committee  recommended  last  year,  to  give  the  States  somewhat  more 
flexibility  in  the  maintenance-of -effort  provision.  We  are  concurring 
with  the  principle  but  extending  it  some  what. 

I  think  those  are  the  major  points  in  connection  with  the  commit- 
tee's recommendations. 

(The  following  information  was  received  by  the  committee:) 


H.R.  5710 
section- 


Present  law 


H.R.  18225,  89th  Cong. 


Administration  proposal  in 
H.R.  5710 


220. 


221. 


222. 


No  limitation. 


Maintenance  of  effort  is 
determined  considering 
total  expenditures  for 
money  payments  and 
medical  care. 


Agreement  for  "buy  in"  is 
to  be  made  prior  to  Jan. 
1, 1968,  and  can  include 
only  individuals  eligible 
by  that  date. 

Medically  needy  are  not 
included. 


No  limitation  on  medical 
services  subject  to  Fed- 
eral financial  participa- 
tion. 

Federal  participation  avail- 
able in  insurance  pre- 
miums. 


Would  have  eliminated 
adults  age  21  and  64  liv- 
ing in  households  with 
dependent  children. 


States  would  have  had  ad- 
ditional options  of  meas- 
uring current  period  on  a 
fiscal  year  rather  than  a 
quarter  basis  and  of 
limiting  the  comparison 
to  money  payments  (i.e., 
medical  care  could  be 
excluded). 

No  change  in  date  of  agree- 
ment but  eligibles  could 
be  included  on  a  con- 
tinuing basis. 

Would  permit  States  to 
"buy  in"  for  medically 
needy  without  Federal 
participation  in 
premiums. 

No  participation  for  serv- 
ices covered  by  SMI  for 
individuals  who  could 
have  been  enrolled  and 
are  not. 

Such  participation  not 
available  to  individuals 
elibjgle  for  but  not  en- 
rolled in  SMI. 


Would  limit  Federal  parti- 
cipation after  Dec.  31, 
1967,  by  excluding  pay- 
ments to  individuals  and 
families  whose  incomle  ex- 
ceeds by  more  than  50 
percent  the  highest  income 
standards  used  by  the 
State  in  determining  eli- 
gibility under  the  cash 
assistance  program. 

The  same  options  as  in  H.R. 
18225  plus  additional 
option  to  include  certain 
child  welfare  services  ex- 
penditures in  comparison. 


Agreement  could  be  entered 
into  up  to  Jan.  1, 1970, 
with  persons  becoming 
eligible  after  that  time 
eligible  to  be  included. 

Same  as  H.R.  18225. 


Do. 


Do. 
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H.B.  5710 
section — 


Present  law 


H.R.  18225,  89th  Cong. 


Administration  proposal  in 
H.R.  5710 


223 

Requires  benefits  of  the 

Would  have  eliminated  re- 

samp  amount,  scope,  and 

nntfinnpni  r\f  Of\T~fl  T\Q  rQ- 
L£  Lil I  r*  1 1 1  y f  1  b  iu  vU-LLL^Jdi. 

duration  for  all  eligible 

bUity  between  persons 

groups. 

65  or  older  and  persons 

under  age  65. 

224_.   

Provides  75  percent  partici- 

Would provide  75  percent 

pation  in  costs  of  compen- 

participation for  such 

sation  and  training  of 

personnel  of  any  public 

skilled  professional  medi- 

agency participating  in 

cal  personnel  and  sup- 

the administration  of  the 

porting  staff  of  the  single 

program. 

State  agency. 

No  provision..  ... 

225  

No  provision.. 

226.  

 do.  _    . 

 do  

301  

 do..   

 do..    _ 

Would  make  SMI  "buy  in" 
and  associated  deducti- 
bles, coinsurance,  etc.,  an 
exception  to  the  com- 
parability requirement. 

Same  as  H.R.  18225. 


Advisory  Council  of  21 
members  to  advise  the 
Secretary  on  matters  of 
general  policy  and  admin- 
istration. Members 
would  include  represen- 
tatives of  groups  con- 
cerned with  health  and 
consumers  of  health 
services.  A  majority  of 
the  members  would  be 
representatives  of 
consumers. 

An  individual  eligible  for 
medical  assistance  would 
be  free  to  choose  any 
institution,  agency,  or 
person  (including  a  pre- 
payment plan)  qualified 
to  perform  the  services 
required  and  who  under- 
takes to  provide  such 
services  to  him. 

Would  require  effective 
July  1,  1969,  early  and 
periodic  screening  and 
such  treatment  and  care 
for  defects  and  chronic 
conditions  of  children  as 
Prescribed  in  regulations 
and  arrangements  with 
agencies,  institutions, 
and  organizations  re- 
ceiving grants  under  pts. 
1,  2,  or  4  of  title  V  and 
utilizing  (and  paying) 
them  for  these  services. 


The  Chairman.  I  apologize  for  taking  so  much  time.  I  could  go 
on,  but  I  will  yield  to  my  colleagues. 

Mr.  TTtt.  I  wanted  to  get  into  an  area  of  discussion  covered  by 
Mr.  Byrnes  with  respect  to  the  effect  of  these  accumulated  increases 
on  employment.  I  received  a  letter  last  week  from  a  contractor  in 
my  district  in  La  Jolla  referring  to  the  tax  increases.    He  says : 

Don't  delay  because  social  security  taxes  are  the  only  problem  that  we  have 
to  hurdle  in  order  to  decide  whether  to  employ  a  man  or  not. 

He  broke  it  down  in  this  form.  Federal  insurance  contribution — 
social  security — ±.4  percent :  California  unemployment  insurance,  3.T 
percent ;  California  disability  insurance,  1  percent :  Federal  employers 
excise  tax.  1  percent;  employees*  group  insurance,  3.87  percent:  em- 
ployees pension  trust,  4.91  percent ;  employees  vacation  trust,  3.23  per- 
cent ;  employees  apprentice  trust  fund.  .1  percent :  workmen's  compen- 
sation is  California,  8.46  percent ;  and  comprehensive  insurance  for  the 
public,  1.17  percent :  or  a  total  of  31.84  percent. 

So  when  this  man  decides  to  hire  a  $10,000  a  year  equipment  work- 
er, he  has  to  set  aside  an  additional  S3.184  before  he  dares  to  employ 
him.    Xow  how  high  are  these  taxes  going  to  go?    They  determine 
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whether  an  employer  can  employ  a  man  or  whether  he  gets  a  machine 
to  replace  him  or  whether  he  just  has  to  go  out  of  business  because  of 
the  total  of  31  percent  employer's  tax. 

Mr.  Betts.  I  just  want  to  ask  one  question.  On  this  title  19,  ques- 
tion; did  you  say  you  decided  to  retain  the  comparability  provision 
as  it  is  in  the  present  law,  or  as  it  was  in  the  bill  that  we  reported  last 
year? 

Mr.  Cohen.  Not  as  it  is  in  the  present  law,  but  by  making  an  ex- 
ception so  that  the  handling  of  physicians'  services  by  an  individual 
65  and  over  in  this  way  would  be  an  exception  to  that  comparability 
provision. 

As  the  committee  bill  was  reported  out,  you  don't  get  Federal 
matching  for  that  and  you  permit  the  States  to  buy  in  on  that  without 
interfering  with  the  comparability  provision. 

Mr.  Betts.  That  was  in  the  bill  we  passed  ? 

Mr.  Cohen.  Yes,  except  as  I  said  you  went  one  step  in  addition 
and  said  the  States  could  also  have  a  separate  test  for  the  aged  and 
the  children. 

Mr.  Betts.  But  we  cut  it  out  of  this  bill  ? 

Mr.  Cohen.  That  is  not  included  in  this  bill. 

Mr.  Betts.  I  had  a  bill  last  year.    I  may  have  to  reintroduce  it. 

The  Chairman.  You  thought  what  you  had  in  here  was  almost 
identical  to  the  bill  which  Mr.  Betts  had  last  year.  Wherein  does 
it  vary  from  what  he  had  in  last  year  ? 

Mr.  Cohen.  I  don't  recall  whether  Mr.  Betts'  bill  made  the  same 
exception  as  our  proposal.  But  the  effect  as  far  as  the  Ohio  situation 
is  concerned,  if  I  understand  it  correctly,  is  that  our  bill  satisfactorily 
solves  the  Ohio  situation  in  that  they  can  take  care  of  the  physician's 
services  for  these  people  65  and  older  without  involving  them  in  having 
to  meet  the  comparability  test  for  the  other  categories.  That  was  the 
issue  that  Governor  Ehodes  and  the  other  people  were  concerned  with. 
That  is  satisfactorily  solved,  in  my  opinion. 

The  Chairman .  Mr.  Broyhill. 

Mr.  Broyhill.  Mr.  Secretary,  I  commend  you  for  including  in  this 
proposal  correction  of  an  inequity,  or  rather  a  gap  which  has  existed 
between  the  civil  service  retirement  and  the  social  security  system. 
I  had  introduced  such  a  bill  and  a  former  member  of  the  committee, 
Mr.  Keogh,  of  New  York,  had  been  trying  to  include  certain  aspects 
of  social  security  for  years.  Have  we  completely  eliminated  that  gap  ? 

Mr.  Ball.  Protection  for  the  first  5  years  is  part  of  it,  but  there  is 
more  to  it. 

Mr.  Broyhill.  When  he  becomes  eligible  for  civil  service  retire- 
ment or  dies,  the  6th,  7th,  or  8th  year,  he  would  be  entitled  to  civil 
service  survivor's  or  social  security,  whichever  is  best  or  the  most 
liberal? 

Mr.  Ball.  That  is  not  quite  the  way  it  works,  Mr.  Broyhill.  The 
gaps  that  are  taken  care  of  by  this  proposal  are,  first  of  all,  the  one 
you  mentioned — the  individual  who  dies  or  becomes  disabled  in  his 
first  5  years  of  Federal  service.  There  is  no  protection  under  civil 
service  for  him.  His  Federal  service  would  be  credited  under  social 
security. 

Secondly,  if  an  employee  leaves  the  Federal  Government,  his  sur- 
vivorship and  disability  protection  immediately  stop,  and  if  he  becomes 
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disabled  or  dies  even  5  days  after  he  leaves  the  civil  service,  all  the 
years  of  coverage  he  had  as  a  Federal  employee  would  be  moved  over 
to  social  security,  so  as  soon  as  he  leaves  the  Federal  Government 
he  would  be  protected  under  social  security. 

One  other  situation  is  handled,  and  that  is  the  situation  of  the  indi- 
vidual who,  when  he  leaves  the  Government  after  5  years,  takes  a 
refund  of  his  civil  service  contributions.  As  you  know,  about  4  out  of 
5  people  do  take  that  refund.  Then  he  gives  up  all  rights  to  retire- 
ment benefits  under  civil  service.  When  he  took  his  refund  and  gave 
up  his  rights  to  civil  service,  he  would  get  credit  under  social  security 
for  his  Federal  service. 

You  could  really  say  the  proposal  fills  the  gaps  in  protection  that 
exists  today  for  those  people  who  move  in  and  out  between  the  two 
systems. 

Then  there  is  a  companion  proposal  that  would  add  to  the  civil 
service  system  a  minimum  guarantee  that,  in  effect,  any  year  of  Fed- 
eral employment  would  count  in  the  civil  service  system  for  at  least 
as  much  as  if  it  had  been  under  social  security. 

You  put  those  two  things  together  and  it  can  be  said  that  the  benefits 
payable  to  Federal  employees  and  their  survivors  would  always  be  at 
least  at  high  as  if  each  year  of  Federal  employment  were  covered  under 
social  security. 

Mr.  Broyhill.  If  he  leaves,  under  this  proposal,  after  the  first  o 
years  or  even  during  the  5  years,  and  he  gets  a  refund  on  what  he  has 
paid  into  the  civil  service  system,  he  is  refunded  that  amount  less  the 
social  security  deduction? 

Mr.  Ball.  Exactly. 

Mr.  Broyhill.  That  puts  the  social  security  trust  fund  in  a  position 
where  social  security  will  not  be  used  unless  actually  needed.  If  it  is 
not  needed,  actually  the  employee  would  be  operating  out  of  the  civil 
service  trust  fund. 

In  other  words,  we  are  protecting  this  employee  for  the  first  5  years 
and  then  even  after  the  first  5'  years,  if  the  social  security  benefits  were 
greater,  but  yet  you  have  not  put  him  into  the  social  security  trust 
fund  of  whatever  the  social  security  portion  of  civil  service  retire- 
security  benefits  if  that  is  a  greater  amount. 

Would  that  come  out  of  the  social  security  trust  fund  or  the  civil 
service  trust  fund? 

Mr.  Myers.  Mr.  Broyhill,  the  situation  is  that,  if  the  individual  is  in 
the  civil  service  retirement  system,  and  then  he  dies  and  the  survivor 
benefits  are  paid  from  the  civil  service  retirement  system,  then  under 
the  other  proposal,  which  is  not  in  this  bill,  survivor  benefits  paid  at  a 
higher  rate  because  social  security  would  have  paid  a  higher  rate  are 
completely  paid  by  the  civil  service  system.    They  pay  it  all. 

However,  OASDI  pays  the  benefits  if  the  man  dies  after  less  than  5 
years,  or  after  leaving  service  and  after  getting  a  refund.  Then  the 
civil  service  retirement  system  pays  OASDI  a  proportionate  part  of 
his  benefit,  because  he  may  have  had  some  work  under  OASDI  and 
some  with  CSE,  so  a  proportionate  part  is  paid  from  civil  service  to 
social  security  and  we  get  that  money  to  go  toward  paying  his  survivor 
benefit,  and  we  pay  the  entire  amount  to  the  beneficiary. 

Mr.  Broyhill.  Actually  the  social  security  system  trust  fund  does 
not  get  any  of  the  money  that  the  Federal  employee  is  paying  during 
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the  first  5  years,  but  it  will  become  involved  if  there  is  a  claim  and  then 
you  shift  the  payment  over  the  social  security  trust  fund  while  the 
benefits  are  being  paid  so  it  would  be  little  burden  to  the  social  security 
trust  fund. 

Mr.  Myers.  The  social  security  trust  fund  gets  the  money  later  on, 
as  you  say,  whenever  there  is  a  claim,  and  the  amount  that  is  paid  to 
us  will  be  adequate  to  meet  the  costs  involved.  In  fact,  possibly  there 
would  be  a  little  gain  to  the  social  security  system,  as  there  is  usually 
when  coverage  is  extended. 

Mr.  Broyhill.  I  had  a  case  in  point  of  a  school  teacher  in  Arlington 
who  was  active  under  the  civil  service  school  system  overseas  for  a 
number  of  years,  then  came  out  of  the  Federal  service  into  the  Arling- 
ton system  and  then  got  out  in  about  2  years'  time. 

I  understand  four-fifths  of  the  employees  retiring  from  the  Federal 
civil  service  take  the  retirement  funds  out.  My  constituent  had  a 
widow  and  five  children.  They  have  no  civil  service  survivor  benefit 
or  social  security  survivor  benefits. 

In  that  case  in  the  future,  that  person  would  not  have  received  a  re- 
fund of  whatever  the  social  security  portion  of  civil  service  retire- 
ment contribution  would  have  been  ? 

Mr.  Myers.  That  is  correct. 

Mr.  Broyhill.  And  he  would  have  been  covered  ? 

Mr.  Myers.  And  he  would  have  had  social  security  credits. 

Mr.  Broyhill.  Are  there  any  other  gaps  between  the  civil  service 
retirement  system  and  the  soical  security  system,  survivor  benefits,  any 
gaps  where  any  employee  has  less  protection  for  his  survivors  than 
he  would  under  the  soical  security  system  ? 

Mr.  Myers.  There  would  be  no  gaps  if  you  put  these  two  proposals 
together. 

Mr.  Broyhill.  The  only  other  gap  would  be  in  the  medicare  and 
retirement  systems.    There  are  inequities  there. 

Mr.  Ball.  Yes,  I  do  think  there  will  need  to  be  some  modifications 
in  the  hospital  insurance  protection  at  some  point. 

Mr.  Broyhill.  In  this  bill. 

Mr.  Ball.  I  agree  with  you  that  is  one  point  that  has  not  been  fixed 
up. 

Mr.  Broyhill.  And  that  should  be  fixed  up  and  it  could  be  done  in 
this  legislation  ? 

Br.  Ball.  Yes,  it  could,  in  part,  but  an  amendment  to  the  Federal 
Employees  Health  Benefits  Act  would  also  be  required. 

Mr.  Broyhill.  I  will  make  a  proposal  in  executive  session  so  I  am 
just  giving  you  a  little  advance  notice.  Whenever  we  increase  the  so- 
cial security  benefits  or  Federal  employee  retirement  benefits,  we  run 
into  many  problems  with  many  people  receiving  Federal  pensions. 
They  have  a  $2,700  ceiling  for  a  couple  and  $1,400  for  an  individual 
for  all  types  of  income. 

It  might  not  be  under  the  jurisdiction  of  this  committee  to  raise  the 
ceiling,  but  has  the  administration  taken  that  into  consideration  in  its 
proposal  and  have  you  considered  raising  that  ceiling  ? 

Mr.  Ball.  In  the  bill  that  has  been  sent  up  to  the  Congress  in  rela- 
tion to  the  veterans'  legislation,  there  is  a  provision  that  would  allow 
a  veteran  to  ivaive  any  part  of  his  social  security  increase  that  resulted 
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in  a  net  loss  in  the  combination  of  his  social  security  and  veterans' 
benefits. 

Mr.  Broyhill.  If  he  does  not  do  it,  he  would  receive  no  benefit 
from  this  increase  if  he  was  already  at  the  limit  of  his  income. 
Mr.  Ball.  That  bill  does  allow  such  a  waiver. 

Mr.  Cohen.  Mr.  Teague's  bill  does  have  that  provision,  but  not 
this  bill  here. 

The  Chairman.  Would  the  gentleman  yield  on  this  point  ? 
Mr.  Broyhill.  Yes. 

The  Chairman.  Why  would  it  not  be  simpler  to  allow  an  addi- 
tional percentage  of  the  social  security  payment  to  be  disregarded  for 
the  purpose  of  paying  veterans  payments?  That  is  what  he  did  be- 
fore.  I  thought  that  is  what  he  wanted  to  do  this  time. 

Mr.  Ball.  Mr.  Chairman,  we  do  have  some  difficulties,  principally 
administrative,  with  the  provision  as  it  is  in  that  bill,  and  we  are  meet- 
ing with  the  Veterans'  Administration  people  right  now  to  see  if  some 
other  provision  that  would  accomplish  the  same  purpose  might  not 
work  out  better.  But  to  answer  your  fundamental  point,  Mr.  Broyhill} 
the  administration  is  committed  to  the  policy  of  some  provision  that 
would  prevent  a  loss  because  of  the  increase  in  social  security. 
It  is  a  significant  problem.  There  is  no  question  about  it. 
Mr.  Cohen.  The  important  point  about  the  recommendation  on 
coverage  of  Federal  employees  this  year,  which  is  sometimes  not  clear- 


civil  service  retirement  system  separate  from  social  security.  This 
transfer  of  credits  does  not  involve  any  kind  of  synthesis  or  integra- 
tion of  the  two  systems. 

Mr.  Broyhill.  I  am  not  quarreling  with  the  proposal,  but  it  seems 
to  me  that  you  are  only  using  the  social  security  trust  fund  at  a  time 
when  a  claim  is  being  made  and  then  you  pay  the  premiums  when  you 
make  the  claim,  and  I  don't  think  you  could  come  out  too  well  on 
that. 

Mr.  Myers.  What  you  say  is  quite  correct,  Mr.  Broyhill.  The  con- 
tributions are  not  payable  currently,  but  rather  the  procedure  is 
carried  out  on  a  cost  basis,  when  the  claims  arise.  If  there  are  cases 
that  just  involve  civil  service  coverage  that  we  pay,  where  the  person 
left  civil  service  and  had  not  been  in  social  security  coverage,  then  we 
would  get  the  entire  amount  of  the  claim  as  we  paid  it,  month  by 
month,  from  the  civil  service  retirement  system. 

The  Chairman.  Mr.  Ullman. 

Mr.  Ullman.  Mr.  Secretary,  I  would  like  to  have  this  record  show 
the  answers  to  a  couple  of  basic  questions  that  we  often  hear  with 
respect  to  the  social  security  system.  I  would  ask,  Mr.  Chairman, 
that  the  Secretary  be  allowed  to  insert  in  the  record  his  responses. 
First,  I  would  like  an  answer  to  the  basic  question  that  concerns  the 
young  person  coming  under  the  social  security  system  as  to  whether 
this  is  a  sound  financial  investment  or  whether  he  is  being  taken — 
whether  he  could  invest  his  money  elsewhere  more  wisely. 

Would  you  put  in  the  record  a  concise  answer  that  would  not  only 
satisfy  me,  but  would  satisfy  constituents  of  mine  ? 

Secretary  Gardner.  We  would  be  happy  to,  Mr.  Ullman,  and  I 


maintains  the  integrity  of  the 


think  the  answer  will  satisfy  you. 
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(The  following  material  was  received  by  the  committee:) 

The  Value  of  Social  Security  Protection  in  Relation  to  the  Value  of  Social 

Security  Contribution 

There  have  been  allegations  that  social  security  is  not  a  "good  buy"  for  the 
young  worker— that  the  value  of  the  contributions  that  he  will  pay,  plus  interest 
will  be  greater  than  the  value  of  the  benefits  that  he  can  expect  to  get.  This 
is  not  true.  It  is  not  true  even  if  one  makes  the  unrealistic  assumption  that 
benefits  that  the  law  provides  will  remain  unchanged  throughout  the  whole  work- 
ing lifetime  during  which  the  worker  now  young  makes  his  contributions.  The 
reason  why  this  assumption  is  unrealistic  is  that  the  financing  of  the  system 
(and  the  cost  estimates  on  which  the  financing  is  based)  allow  for  increases  in 
the  benefit  level  as  earnings  rise  in  the  future  without  any  change  in  the  con- 
tribution rates.  The  increases  in  the  benefit  level  could  be  somewhat  more  than 
enough  to  keep  up  with  cost  of  living  changes  as  long  as  the  contribution  base 
is  raised  somewhat  from  time  to  time.  Thus,  these  calculations  of  how  much 
people  pay  in  under  present  law  and  how  much  they  will  get  under  present  law 
some  40  to  45  years  later,  assuming  no  change  in  the  program,  are  not  very  mean- 
ingful. It  can  be  expected  that  there  will  continue  to  be  changes  in  the  law  to 
improve  benefits  and  that  therefore  workers  contributing  over  40  or  45  years 
will  get  benefit  amounts  considerably  higher  than  these  calculations  show. 

However,  even  on  the  basis  that  benefits  will  remain  unchanged  over  the  years, 
social  security  is  a  good  buy  for  the  young  worker  in  terms  of  the  contributions 
that  he  himself  will  Ibe  asked  to  pay.  Under  present  law,  the  group  of  young 
workers  who  will  contribute  for  a  whole  working  lifetime  after  the  maximum 
contribution  rate  has  gone  into  effect  will  pay  for  only  80  to  85  percent  of  the  value 
of  their  social  security  protection.  Even  those  who  have  earnings  at  the  highest 
levels  counted  under  the  system  and  who  pay  contributions  at  the  maximum 
rate  scheduled  will  get  insurance  protection  that  is  worth  about  what  they  have 
paid  in,  including  interest  on  what  they  will  have  paid. 

Under  H.R.  5710  the  employee  with  annual  earnings  of  $10,800  over  a  whole 
working  lifetime  will  get  retirement  benefits  equal  to  32  percent  of  his  earnings. 
At  this  level  of  replacement  of  earnings,  the  value  of  the  total  protection  under 
the  program  will  approximately  match  the  value  of  the  contributions.  It  fol- 
lows, of  course,  that  employees  paying  for  a  shorter  period  and  those  with  earn- 
ings lower  than  $10,800  will  get  benefit  protection  worth  more  than  the  contribu- 
tions they  will  have  made.  This  is  possible  because  the  employer  contributions 
are  used  to  provide  benefits  that  are  weighted  in  favor  of  those  who  have  not 
paid  in  over  a  whole  lifetime  and  for  those  with  lower  earnings. 

The  figures  that  are  sometimes  used  to  purport  to  show  that  social  security 
is  a  bad  buy  for  the  young  worker  generally  result  from  (1)  failure  to  take 
into  account  the  value  of  the  survivor  and  disability  insurance  protection  pro- 
vided under  the  program,  and  (2)  an  assumption  that  the  employer  tax  belongs 
to,  and  in  the  absence  of  social  security  would  be  available  to,  each  employee  in 
an  amount  equal  to  his  own  contribution. 

On  the  first  point,  there  is  no  need  to  explain  that  the  worker  who  dies  before 
attaining  retirement  age  and  who  did  not  become  disabled  has  nevertheless  had 
insurance  protection  all  along  and  that  this  protection  has  a  cost  and  a  value. 
The  statement  that  young  workers  will  in  effect  get  their  money's  worth  under 
the  program  is  based  on  assumptions  that  take  into  account  the  statistical  prob- 
abilities for  the  group  of  young  workers  with  respect  to  how  long  they  will  live, 
whether  they  will  become  disabled,  whether  they  will  marry,  have  children, 
have  dependent  parents,  etc. 

On  the  second  point — the  use  of  the  employer  contribution — traditionally  under 
social  security,  as  in  private  pension  plans,  the  employer  contribution  is  used  in 
certain  situations  where  it  seems  desirable  to  give  the  employee  something  more 
than  his  own  money's  worth.  For  example,  in  contributory  private  pension  plans, 
very  typically,  although  the  employee  gets  his  own  money's  worth,  the  employer 
contribution  is  used  in  part  to  pay  for  past  service  credits  for  employees  who 
were  in  the  older  age  group  when  the  plan  went  into  effect.  Moreover,  when  the 
plan  is  liberalized,  part  of  the  employer  contribution  is  used  to  cover  the  increased 
cost  of  the  greater  value  that  all  past  service  credits  have  after  the  date  of  the 
new  liberalization. 

It  seems  entirely  valid  to  use  employer  contributions  to  the  social  security 
program  in  this  same  way.   Even  though  it  is  true  that  the  employer  contribu- 
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tion  in  the  final  analysis  is  borne  in  considerable  part  by  employees,  either 
because  they  receive  lower  wages  than  they  otherwise  would  or  because  as  con- 
sumers they  pay  higher  prices  than  they  otherwise  would  it  does  not  follow  that 
the  incidence  of  the  employer  tax  falls  on  wage  earners  in  exact  proportion  to 
the  earnings  on  which  the  tax  is  paid.  The  incidence  of  the  tax  will  depend  iD 
specific  instances  on  a  variety  of  complex  factors.  The  employer  tax,  there- 
fore, may  be  looked  on  as  being  for  the  use  of  the  system  as  a  whole,  and  not 
as  a  matching  contribution  that  is  to  be  credited  to  each  particular  employee  on 
the  basis  of  the  amount  he  paid. 

It  must  be  emphasized  that  on  the  basis  of  what  may  be  realistically  expected* 
to  happen,  any  age  group  of  workers  entering  the  system  in  the  future  can  ex- 
pect that  the  benefits  will  be  liberalized  as  earnings  rise.  As  already  mentioned, 
some  such  liberalizations  can  be  provided  without  any  change  in  the  contribution 
rates  of  the  program.  Thus  benefits  in  fast  will  be  worth  considerably  more 
than  what  the  workers  are  paying  for. 

Following  is  a  memorandum  from  Robert  J.  Myers.  Chief  Actuary,  Social 
Security  Administration,  giving  information  on  the  compartive  value  of  the  con- 
tributions made  by.  and  protection  furnished  to,  a  young  worker  contributing 
over  a  working  lifetime  at  the  maximum  amounts  scheduled  in  present  law  and 
in  H.R.  5710.  The  analysis  is  on  a  static  basis  and  does  not  allow  for  any  liberal- 
izations in  the  program. 


Analysis  of  Whether  the  Young  Worker  Receives  His  Money's  Worth  Under 

Social  Security 

This  memorandum  will  analyze  the  question  as  to  whether  the  young  worker 
receives  his  money's  worth  under  the  Social  Security  cash  benefit  program — i.e., 
whether  the  value  of  his  benefit  protection  equals  or  exceeds  the  value  of  his 
contributions.  This  is  a  very  complex  question,  and  the  analyses  here  will 
necessarily  be  in  summary  form.  The  analysis  is  made  entirely  on  a  static 
basis.  Thus,  it  is  assumed  that  there  will  be  no  changes  in  the  benefit  levels, 
in  the  contribution  rates,  or  in  the  earnings  base  over  the  period  Of  this  young 
worker's  lifetime. 

First,  it  is  necessary  to  make  it  clear  that  any  such  comparison  should  not  in- 
clude the  employer  contribution,  because  that  contribution  must  necessarily  be 
considered  to  be  pooled  for  the  general  benefit  of  all  covered  persons  (just  as  in 
the  case  of  virtually  all  private  pension  plans).  Also,  it  is  necessary  to  make  it 
clear  that  the  full  contribution  of  the  self-employed  worker  should  not  be  con- 
sidered as  going  for  his  own  benefit  protection,  because  some  of  it  necessarily 
and  reasonably  should  be  considered  as  a  general  employer  contribution. 

Having  now  clearly  defined  the  issue,  it  must  be  stated  that  this  concept  of 
"money's  worth"  is  not  nearly  as  precise  as  many  people  seem  to  believe.  Much 
depends  on  the  assumptions  established  as  to  the  particular  conditions  (e.g., 
age  of  retirement)  and  as  to  the  actuarial  basis  (mortality  rates,  interest  rates, 
etc.).  In  this  analysis.  I  have  used  the  same  actuarial  assumptions  as  underlie 
the  long-range  cost  estimates. 

Frequently  these  comparisons  are  made  as  of  the  time  the  worker  reaches 
retirement  age.  because  this  is  by  far  the  easiest  and  perhaps  most  understand- 
able procedure.  Under  these  comparisons,  the  contributions  are  accumulated  at 
interest  to  retirement  age  and  are  contrasted  with  the  prospective  cash  benefits 
discounted  at  interest  to  that  time.  In  making  such  comparison,  however,  it  is 
essential  that  the  total  OASDHI  contributions  should  not  be  used,  but  rather 
the  HI  contribution  should  be  eliminated  ( because  the  HI  benefits  are  not  con- 
sidered), the  DI  contribution  should  be  eliminated  (because  the  individual  has 
already  had  the  protection),  and  about  20  percent  of  the  OASDI  contributions 
should  be  eliminated  (because  the  individual  has  had  certain  survivor  benefit 
protection  before  attaining  retirement  age).  Separately  considered,  the  young 
worker,  on  the  average,  may  be  considered  to  be  receiving  his  money's  worth  from 
that  part  of  his  contribution  going  for  these  other  risks.  Furthermore,  any  corn- 
prison  made  at  the  time  of  retirement  should  consider  the  high  probability  of 
men  being  married  at  that  age  and  so  having  a  considerable  amount  of  protection 
in  the  form  of  wife's  and  widow's  benefits. 

One  other  basic  point  should  be  made.  These  comparisons  concerning  whether 
an  individual  gets  his  "money's  worth"  or  not  are  based  on  the  "actuarial  value" 
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of  the  protection  and  are  not  a  comparison  between  what  is  covered  under  Social 
Security  and  what  is  offered  for  sale  by  private  insurance  companies  or  what  is 
provided  by  private  pension  plans.  Such  comparisons  would  be  quite  impossible 
to  make.  There  are  no  such  plans  that  have  protection  which  can  be  considered 
to  be  very  close  to  what  is  offered  by  Social  Security.  Moreover,  in  private 
insurance  and  in  most  private  pension  plans,  there  would  be  a  higher  cost  of 
administration  and  the  additional  cost  involved  in  the  selling  of  the  protection. 
To  buy  something  comparable  to  social  security  then,  even  if  it  were  available, 
would  "cost"  more  than  the  actuarial  value  indicated  in  these  examples. 

The  examples,  of  course,  include  interest  earnings  on  the  contributions,  and 
they  discount  the  benefits  actualy  payable  so  that  the  present  value  is  presented 
as  if  payable  in  a  lump  sum  at  the  time  of  retirement,  with  an  allowance  for 
interest  earnings  on  that  lump  sum. 

From  actuarial  studies  and  analyses  that  I  have  made  over  the  years,  I  am 
of  the  opinion  that,  both  under  present  law  and  under  H.R.  5710,  the  average 
new  entrant  ( taking  a  large  group  of  such  individuals  at  all  salary  ranges,  includ- 
ing both  men  and  women,  and  taking  into  account — among  other  things — future 
probabilities  of  getting  married  and  having  children)  "pays  for"  about  80  to  85 
percent  of  his  future  benefit  protection  under  the  Social  Security  system.  If  the 
rather  artificial  concept  of  considering  only  a  group  of  new  entrants  who  have 
maximum  covered  earnings  during  their  entire  lifetime  is  used,  then  the  value 
of  the  benefit  protection  is  about  equal  to  the  value  of  the  employee  contributions. 

This  can  be  seen  from  the  following  comparisons  that  are  made  on  the  basis 
of  considering  the  situation  at  the  time  of  retirement  for  an  individual  who 
enters  covered  employment  at  age  22  and  at  a  time  when  the  ultimate  contri- 
bution rate  and  earnings  base  go  into  effect.  In  these  comparisons,  it  is  also 
assumed  that  the  individual  has  maximum  taxable  earnings  at  all  times.  The 
DI  and  HI  contribution  rates  and  benefits  and  the  portion  of  the  OASI  contri- 
bution rate  that,  on  the  average,  can  be  attributed  to  survivor  benefits  for  death 
before  age  65  are  not  considered  here.  Thus,  no  account  is  taken  of  the  disability 
and  survivor  protection  that  the  individual  had  prior  to  age  65,  and  the  applicable 
contributions  are  also  excluded. 

The  figures  presented  are  based  on  an  interest  rate  of  3%  percent,  the  same 
as  used  in  the  long-range  cost  estimates,  and  on  the  mortality  assumptions  used 
in  those  estimates.  (See  Actuarial  Study  No.  61.)  The  results  are  shown  for 
retirement  at  age  65,  and  also  for  retirement  at  age  67,  for  a  male  worker. 
The  calculations  are  based  on  the  probabilities,  for  all  men  reaching  age  65, 
of  survival  for  various  periods  after  retirement,  as  well  as  the  probabilities 
of  being  married  and  the  survival  of  the  wife  (or  widow)  while  in  beneficiary 
status.  (At  65,  for  example,  about  81  percent  of  men  are  married.)  The  cal- 
culated values  of  benefits  represent,  therefore,  a  weighted  average  of  the  benefits 
that  would  be  payable  with  respect  to  a  group  of  men  reaching  age  65  who  had 
had  maximum  earnings  throughout  their  working  life. 

The  result  of  these  calculations  is  that,  under  present  law,  if  the  man  retires 
at  age  65,  after  having  contributed  over  a  working  lifetime  at  the  maximum 
amount,  the  value  of  his  contributions  would  be  $26,412,  the  value  of  the  benefits 
$32,853,  and  the  ratio  of  contributions  to  benefits  80  percent.  Under  the  1967 
legislative  proposal,  the  comparable  figurels  are  $43,459,  $51,762,  and  84  percent. 

With  retirement  at  age  67,  (about  the  average  retirement  age  for  men  who 
retire  with  full  benefits,  at  age  65  or  after)  the  value  of  contributions  under 
present  law  would  be  $28,905,  the  value  of  benefit  $30,595,  and  the  ratio  of  con- 
tributions to  benefits  94  percent,  and  under  the  1967  legislative  proposal,  the 
comparable  amounts  are  $47,563,  $48,322,  and  98  percent. 

*    *  * 

As  explained  above,  even  the  group  of  employees  who  pay  over  a  lifetime  on 
maximum  earnings  at  maximum  rates  will  get  their  own  money's  worth,  even 
if  benefits  are  not  increased  as  earnings  rise.  Employees  who  pay  for  shorter 
periods  or  on  lesser  amounts  will  of  course  get  more  than  their  money's  worth. 
The  following  tables  show  the  benefit  protection  and  contributions  under  present 
law  and  under  H.R.  5710  for  people  of  various  ages  in  1967,  at  various  earnings 
levels.  In  all  of  these  illustrations,  the  individuals  involved  get  very  consider- 
ably more  than  their  money's  worth  even  though  it  is  assumed,  unrealistically, 
that  there  will  be  no  further  liberalizations  in  the  program. 
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Tables  showing  benefit  protection  and  monthly  contributions  of  covered  workers  at 
selected  ages  and  earnings  levels 


Table 


1. 
2. 
3. 
4_ 
5. 
6. 
7- 
8. 
9. 
10 
11 
12 
13 


Age  of  worker 
in  1967 


Amount  of 
annual 
earnings 


$4, 800 


Table 


14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 


Age  of  worker 
in  1967 


Amount  of 
annual 
earnings 


35 

$9,000 

35 

10,800 

50 

4,800 

50 

6,600 

50 

7,  800 

50 

9,000 

50 

10,800 

60 

4,800 

(30 

6,600 

60 

7.800 

60 

9,000 

60 

10.  800 

Table  1. — Examples  of  OASDI  contributions  and  benefits,  worker  age  25  in  1967 
with  annual  earnings  of  $4,800 


Present  law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62-—  


$15.60 
17. 60 
19.40 

135.90 
203.90 

135.90 
271.90 

204.00 
306.00 
112. 20 


$15.60 
18.00 
20.00 

156. 30 
234. 50 

156.30 
312.  70 

234.  60 
322.  40 
129.00 


20.40 
30.60 

20.  40 
40.  80 

30.  60 
16. 40 
16.80 


1  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  2. — Examples  of  OASDI  contributions  and  benefits,  worker  age  25  in  1967 
with  annual  earnings  of  $6,600 


Present 

Proposal 

Amount  of 

Law 

increase 

$21. 45 

$21.  45 

0 

24.  20 

24.75 

$.  55 

26.68 

27.  50 

.82 

168.00 

193.  20 

25. 20 

252.00 

283.20 

.31. 20 

168.00 

193.  20 

25. 20 

336.00 

379. 80 

43.  80 

252.00 

289.  80 

37.80 

1368.00 

i  400.  40 

32.  40 

138.  60 

159.  40 

20.  80 

Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975: 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


1  Benefit  reduced  because  of  the  family  maximum  provision. 
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Table  3. — Examples  of  OASDI  contributions  and  benefits,  worker  age  25  in  1967 
with  annual  earnings  of  $7,800 


Monthly  contributions: 

1968  

1969-72  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62.   


Present  law 

Proposal 

$21. 45 

$25. 35 

24. 20 

29. 25 

26.68 

32. 50 

I  Do.  UU 

221. 00 

252. 00 

311. 00 

168. 00 

221. 00 

336.  00 

421.  50 

252. 00 

331.60 

>  368.00 

i  440.  40 

138.60 

182. 40 

Amount  of 
increase 


$3. 90 
5. 05 
5.82 

53. 00 
59. 00 

53. 00 
85.  50 

79.  60 
72.  40 
43.  80 


1  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  4. — Examples  of  OASDI  contributions  and  benefits,  worker  age  25  in  1967 
with  annual  earnings  of  $9,000 


Monthly  contributions: 

1968  

1969-70  

1971-72  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors  benefits  payable  if  death  occurs  in  1975: 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


Present  law 


$21. 45 
24. 20 
24. 20 
26.68 

168.00 
252.00 

168.00 
336.00 

252.00 
'  368.00 
138. 60 


Proposal 


$25.35 
29. 25 
33.  75 
37.  50 

247.00 
337.00 

239.00 
448.  50 

358. 60 
466.  40 
197.20 


Amount  of 
increase 


$4. 90 
5. 05 
9. 55 

10.82 

79.  00 
85.00 

71.00 
112.  50 

106.60 
98. 40 
58.  60 


Benefit  reduced  because  of  the  family  maximum  provision. 


Table  5. — Examples  of  OASDI  contributions  and  benefits,  worker  age  25  in  1967 
with  annual  earnings  of  $10,800 


Present 
law 


Proposal 


Amounl  of 
increase 


Monthly  contributions: 

1968  

1969-70  

1971-72  

1973  

1974  and  after  

Retirement  benefits  payable: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors  benefits  payable  if  death  occurs  in  1975: 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24. 20 
26.68 
26.68 
26.68 

168.00 
252.00 

168.00 
336.00 

252.00 
368.00 
138.60 


$25.  35 
29. 25 
33.  75 
37.50 
45.00 

281.00 
371.00 

246.00 
459.  00 

369.00 
i  477.  20 
203.00 


$3.90 
5.  05 
7.  07 
10. 82 
18.  32 

113.00 
119.00 

78.00 
123.00 

117.00 
109.  20 
64.  40 


i  Benefit  reduced  because  of  the  family  maximum  provision. 
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Table  6. — Examples  of  OASDI  contributions  and  benefits 
with  annual  earnings  of  $4,800 


worker  age  30  in  1967 


Present 
law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975: 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$15.  60 
17.  60 
19. 40 

135.90 
203.90 

135.90 
271.90 

204.00 
306.00 
112.20 


$15.60 
18.00 
20.00 

156.  30 
234.  50 

156.  30 
312.  70 

234.  60 
322.  40 
129.  00 


0 

$.40 


20.40 
30.60 

20.40 
40.  80 

30.60 
16.40 
16.80 


1  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  7. — Examples  of  OASDI  contributions  and  benefits,  worker  age  30  in  1967 
with  annual  earnings  of  $6,600 


Present 
law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24.20 
26.68 

166.00 
249.00 

162.00 
324.00 

243.00 
357.60 
133.  70 


$21. 45 
24.75 
27.50 

190.90 


3.30 
3.50 


279.  60 
389.60 
153.  70 


0 

$.  55 
.82 

24  90 
31.90 

24.30 
45.50 

36.60 
32.00 
20.00 


1  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  8. — Examples  of  OASDI  contributions  and  benefits,  worker  age  30  in  1967 
with  annual  earnings  of  $7,800 


Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors  benefits  payable  if  death  occurs  in  1975: 

Young  mother  and  1  child   

Young  mother  and  2  children  

Widow  at  age  62  


Present  law 


$21.  45 
24.  20 

26.  68 

166.  00 
249.  00 

162.  00 
324.  00 

243.00 
357.  60 
133.  70 


Proposal 


$25.  35 
29.25 
32.  50 

216.00 
306.  00 

203.00 
394.  50 

304.  60 
414.  80 
167.  50 


Amount  of 
increase 


S3.  90 
5.  05 
5.  82 

50.00 
57.00 

41.00 
70.  50 

61.60 
57.20 
33. 80 


1  Benefit  reduced  because  of  the  family  maximum  provision. 
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Table  9. — Examples  of  OASDI  contributions  and  benefits,  worker  age  30  in  1967 
with  annual  earnings  of  $9,000 


Present  law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969-70  

1971-72  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24.20 
24.20 
26.68 

166.00 
249.00 

162.00 
324.00 

243.00 
i  357. 60 
133.  70 


$25. 35 
29.25 
33. 75 
37.50 

238.00 
328.00 

213.00 
409.  50 

319. 60 
1429.20 
175. 80 


$4  90 
5.05 
9.  55 

10.82 

72.00 
79.00 

51.00 
85.50 

76.  60 
71.  60 
42.  10 


Benefit  reduced  because  of  the  family  maximum  provision. 


Table  10. — Examples  of  OASDI  contributions  and  benefits,  worker  age  30  in  1967 
with  annual  earnings  of  $10,800 


Present  law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969-70  

1971-72  

1973  

1974  and  after  

Retirement  benefits  payable: 

Worker  only  

Worker  and  wife  :  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  ,  

Survivors  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24.20 
26.68 
26.68 
26.68 

166.00 
249.00 

162.00 
324.00 

243.00 
357. 60 
133.  70 


$25. 35 
29.  25 
33.  75 
37.50 
45.00 

267.00 
357.00 

217.00 
415.50 

325. 60 
434.80 
179. 10 


$3. 90 
5. 05 
7.07 
10. 82 
18.  32 

101.00 
108.  00 

55. 00 
91.50 

82. 60 
77.20 
45.40 


1  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  11. — Examples  of  OASDI  contributions  and  benefits,  worker  age  35  in  1967 
with  annual  earnings  of  $4,800 


Present  law 


Proposal 


Amount  of 

increase 


Monthly  contributions: 

1968  

1969-72  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$15.60 
17.60 
19.40 

135.90 
203. 90 

135. 90 
271.90 

204. 00 
306.00 
112. 20 


$15.60 
18.00 
20.00 

156. 30 
234.  50 

156. 30 
312.  70 

234.60 
i  322. 40 
129.00 


20.40 
30.60 

20.  40 
40. 80 

30.60 
16.40 
16. 80 


Benefit  reduced  because  of  the  family  maximum  provision. 
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Table  12. — Examples  of  OASDI  contributions  and  benefits,  worker  age  35  in  1967 
with  annual  earnings  of  $6,600 


Present  law- 


Proposal 


Amount  of 


Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after    

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975: 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62   


$21. 45 
24.20 
26.68 

162.00 
243.00 

154.00 
308.00 

231.00 
342.80 
127. 10 


$21. 45 
24.  75 
27.50 

186.30 
276. 30 

177. 10 
354.30 

265.80 
374.80 
146.20 


0 

$.  55 
.82 

24.30 
33.30 

23. 10 
46. 30 

34.80 
32.00 
19.10 


1  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  13. — Examples  of  OASDI  contributions  and  benefits,  worker  age  35  in  1967 
with  annual  earnings  of  $7,800 


Present 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  1972    

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only    

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975: 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24.20 
26.68 

162.00 
243.00 

154.00 
308.00 

231.00 
'342.80 
127. 10 


$25.35 
29.25 
32.50 

206.00 
296.00 

187.50 
371.30 

281.40 
391.60 
154. 70 


$3.90 
5.05 
5.82 

44.00 
53.00 

33.50 
63.30 

50.40 
48.80 
27.60 


1  Benefit  reduced  because  of  the  family  maximum  provision. 


Table  14. — Examples  of  OASDI  contributions  and  benefits,  worker  age  35  in  1967 
with  annual  earnings  of  $9,000 


Present  law 


Proposal 


Amount  of 


Monthly  contributions: 

1968  

1969  to  1970  

1971  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  -  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24.20 
24.20 


162.00 
243.00 

154.00 
308.00 

231.00 
i  342. 80 
127. 10 


$25. 35 
29. 25 
33.75 
37.50 

226.00 
316.00 

194.00 
381.00 

291.00 
402.00 
160. 10 


$4.90 
5.05 
9. 55 

10.82 

64.00 
73.00 

40.00 
73.00 

60.00 
59.20 
33.00 


Benefit  reduced  because  of  the  family  maximum  provision. 
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Table  15. — Examples  of  OASDI  contributions  and  benefit* 
with  annual  earnings  of  $10,800 


worker  age  35  in  1967 


Present  law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  1970  

1971  to  1972  

1973  

1974  and  after  

Retirement  benefits  payable: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  „  

Widow  at  age  62  


$21. 45 
24.20 
26.68 
26.68 
26.68 

162.  00 
243.  00 

154.00 
308.  00 

231. 00 
342. 80 
127. 10 


$25.35 
29. 25 
33.  75 
37.  50 
45.00 

250. 00 
340.  00 

196. 00 
384.  00 

294.00 
404. 80 
161. 70 


$3. 90 
5.05 
7.07 
10. 82 
18. 32 

88.  00 
97.00 

42.  00 
76.  00 

63. 00 
62.  00 
34.60 


1  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  16. — Examples  of  OASDI  contributions  and  benefits,  worker  age  50  in  1967 
with  annual  earnings  of  $4,800 


Present  law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969-72  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$15. 60 
17. 60 
19.40 

134. 90 
202. 40 

133. 80 
267.  60 

200. 80 
301.  20 
110.  40 


$15. 60 
18. 00 
20. 00 

155.  20 
232.80 

153. 90 
307.  90 

231. 00 
i  314. 40 
127. 00 


0 

$.  40 
.60 

20. 30 
30.40 

20. 10 
40.  30 

30.20 
13.20 
16. 60 


t  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  17. — Examples  of  OASDI  contributions  and  benefits,  worker  age  50  in  1967 
with  annual  earnings  of  $6,600 


Present  law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975: 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24.20 
26.68 

154.  00 
231.00 

149.00 
298. 00 

223.  60 
333.  60 
123.  00 


$21.  45 
24. 75 
.  27.50 

177. 10 
265.  70 

171. 40 
342.  80 

257.20 
i  365.  60 
141.  50 


$.55 
.82 

23. 10 
34.  70 

22.40 
44.80 

33.  60 
32.00 
18.  50 


1  Benefit  reduced  because  of  the  family  maximum  provision. 
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Table  18. — Examples  of  OASDI  contributions  and  benefits,  worker  age  50  in  1967 
with  annual  earnings  of  $7,800 


Present  law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife    

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child..   

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24.20 
+26.68 

154. 00 
231.00 

149.00 
298. 00 

223.60 
i  333. 60 
123.00 


$25.35 
29. 25 
32.50 

190.90 
280.90 

180.60 
360.90 

271.00 
380.40 
149.00 


$3.90 
5.05 
5. 82 


49.90 

31.60 
62. 90 

47.40 
46.80 
26.00 


1  Benefit  reduced  because  of  the  family  maximum  provision. 

Table  19. — Examples  of  OASDI  contributions  and  benefits,  worker  age  50  in  1967 
with  annual  earnings  of  $9,000 


Present 
law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  1970  

1971  to  1972  

1973  and  after  ,  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  .... 


$21. 45 
24.20 
24.20 
26. 68 

154. 00 
231. 00 

149.00 
298.00 

223. 60P 
i  333.  60 
123.00 


$25. 35 
29.  25 
33.  75 
37.  50 

202. 00 
292. 00 

186.  30 
369.  50 

279. 60 
389. 60 
153.  70 


$4.90 
5.  05 
9.  55 

10. 82 

48.00 
61.00 

37.30 
71.50 

56.00 
56.00 
30.  70 


Benefit  reduced  because  of  the  family  maximum  provision. 


Table  20. — Examples  of  OASDI  contributions  and  benefits,  worker  age  50  in  1967 
with  annual  earnings  of  $10,800 


Present 

Proposal 

Amount  of 

law 

increase 

$21. 45 

$25. 35 

$3. 90 

24.20 

29.25 

5. 05 

26. 68 

33.75 

7.07 

26. 68 

37. 50 

10.82 

26. 68 

45.  00 

18. 32 

154. 00 

215. 00 

61.00 

231. 00 

305.  00 

74. 00 

149. 00 

187. 50 

38.  50 

298.  00 

371. 30 

73. 30 

223. 60 

281.  40 

57.80 

i  333.  60 

i  391. 60 

58. 00 

123. 00 

154.  70 

31.70 

Monthly  contributions: 

1968  

1969  to  1970  

1971  to  1972  

1973   

1974  and  after  

Retirement  benefits  payable: 

Worker  only  

Worker  and  wife  

Disability  benefits  payable  if  disabled  in  1975: 

Worker  only  

Worker,  wife,  and  1  child  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


Benefit  reduced  because  of  the  family  maximum  provision. 
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Table  21. — Examples  of  OASDI  contributions  and  benefits,  worker  age  60  in  1967 
with  annual  earnings  of  $4,800 


Monthly  contributions: 

1968  

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Retirement  benefits  payable  at  age  70:  1 

Worker  only  

Worker  and  wife  

Survivors'  benefits  payable  if  death  occurs  in  197 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


Present  law 


$15.  60 
17.60 
19.  40 

133. 80 
200. 70 

135. 90 
203. 90 

200. 80 
3  301.20 
110.  40 


Proposal 


$15. 60 
18.00 
'  20.  00 

153. 90 
230. 90 

156.30 
234.  50 

231.  00 
3  314.  40 
127.  00 


Amount  of 
increase 


0 

$.  40 
.60 

20. 10 
30. 20 

20.  40 
30.  60 

30. 20 
13.20 
16.60 


1  Assumes  worker  continued  working  up  to  age  70. 

2  Assumes  no  earnings  after  1972  when  worker  reached  ape  65. 

3  Benefit  reduced  because  of  the  family  maximum  provision. 


Table  22. 


-Examples  of  OASDI  contributions  and  benefits,  worker  age  60  in  1967 
with  annual  earnings  of  $6,600 


Present  law 


Proposal 


Amount  of 
increase 


Monthly  contributions: 

1968  

1969  to  72  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Retirement  benefits  payable  at  age  70: 1 

Worker  only  

Worker  and  wife  

Survivors'  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 
24. 20 


146. 00 
219.  00 

158.  00 
237.  00 

219.  00 
328.  00 
120.  50 


$21. 45 
24.75 
27.  50 

167. 90 

251.  90 

181.  70 
271.  70 

252.  00 
3  360.  00 

183.  60 


0 

$.  55 
.82 

21.90 

32.  90 

23.  70 
34.  70 

33.  00 
32.  00 
18.10 


1  Assumes  worker  continued  working  up  to  age  70. 

2  Assumes  no  earnings  after  1972  when  worker  reached  age  65. 

3  Benefit  reduced  because  of  the  family  maximum  provision. 


Table  23. 


-Examples  of  OASDI  contributions  and  benefits,  worker  age  60  in  1967 
with  annual  earnings  of  $7,800 


Present 
law 


Proposal 


Amount  of 


Monthly  contributions: 

1968-   

1969  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Retirement  benefits  payable  at  age  70: 1 

Worker  only  

Worker  and  wife  

Survivors  benefits  payable  if  death  occurs  in  1975: 2 

Young  mother  and  1  child  --  

Young  mother  and  2  children  

Widow  at  age  62  


$21. 45 

$25.35 

24. 20 

29. 25 

26.68 

32.50 

146.  00 

173. 70 

219.  00 

260. 60 

158. 00 

195.  00 

237.00 

285. 00 

219. 00 

260. 60 

3  328. 00 

3  369.  20 

120. 50 

143.  40 

$3.90 
5. 05 
5.82 

27.  70  . 
41.60 

37. 00 
48. 00s 

41.60 
41.20 
22.90 


1  Assumes  worker  continued  working  up  to  age  70. 

2  Assumes  no  earnings  after  1972  when  worker  reached  age  65. 

3  Benefit  reduced  because  of  the  family  maximum  provision. 
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Table  24. — Examples  of  OASDI  contributions  and  benefits,  worker  age  60  in  1967 
with  annual  earnings  of  $9,000 


Monthly  contributions: 

1968  

1969  to  1070  

1971  to  1972  

1973  and  after  

Retirement  benefits  payable  at  age  65: 

Worker  only  

Worker  and  wife  

Retirement  benefits  payable  at  age  70: 1 

Worker  only  

Worker  and  wife  

Survivors  benefits  payable  if  death  occurs  in  1975 

Young  mother  and  1  child  

Young  mother  and  2  children  

Widow  at  age  62  


Present  law 


$21. 45 
24.20 
24.20 
26.68 

146.00 
219.00 

158.00 
237.00 

219.00 
3  328.00 
120.  50 


Proposal 


$25.35 
29. 25 
33.75 
37.  50 

174. 80 
262.  20 

206.00 
296.00 

262. 20 
3  371. 20 
144. 30 


Amount  of 
increase 


$4. 90 
5.05 
9. 55 

10. 82 

28. 80 
43.20 

48.00 
59.00 

43.20 
43.20 
23.80 


1  Assumes  worker  continued  working  up  to  age  70. 

2  Assumes  no  earnings  after  1972  when  worker  reached  age  65. 

3  Benefit  reduced  because  of  the  family  maximum  provision. 


Table  25. — Examples  of  OASDI  contributions  and  benefits,  worker  age  60  in  1967 
with  annual  earnings  of  $10,800 


Present  law 

Proposals 

Amount  of 
increase 

Monthly  contributions: 

1968  

$21. 45 

$25. 35 

$3. 90 

1969  to  1970  

24. 20 

29. 25 

5. 05 

1971  to  1972  

26.68 

33.  75 

7. 07 

1973  

26.68 

37.  50 

10. 82 

1974  and  after   .   

26.68 

45.00 

18. 32 

Retirement  benefits  payable  at  age  65: 

Worker  only  -------     -  _     .  - 

146.00 

174.  80 

28.80 

Worker  and  wife.  ...  .  -                            -  .   

219.00 

262.  20 

43.  20 

Retirement  benefits  payable  at  age  70: 1 

Worker  only  . 

158.00 

214.00 

56.00 

Worker  and  wife   .  --_ 

237.00 

304.00 

67.00 

Survivors  benefits  payable  if  death  occurs  in  1975: 2 

Young  mother  and  1  child                             --  _ 

219.00 

262.  20 

43.  20 

Young  mother  and  2  children...   ...   

3  328.00 

3  371.  20 

43.  20 

Widow  at  age  62      

120. 50 

144.  30 

23. 80 

1  Assumes  worker  continued  working  up  to  age  70. 

2  Assumes  no  earnings  after  1972  when  worker  reached  age  65. 

3  Benefit  reduced  because  of  the  family  maximum  provision. 


Mr.  Ullman.  No.  2,  I  wish  you  would  also  insert  in  the  record  an 
answer  to  another  question  that  we  get  all  the  time,  inferring  that  the 
social  security  system  is  actually  not  sound  and  that  there  is  some 
question  that  there  will  be  money  there  to  pay  the  benefits  when  young 
people  are  old  enough  to  be  eligible  for  them. 

I  recognize  this  is  a  complicated  thing,  and  it  is  very  difficult  to 
give  a  simple  answer,  but  I  am  sure,  Bob,  you  have  been  at  this  long 
enough  to  give  us  a  real  simple  answer  that  is  both  factual  and  under- 
standable. That  may  be  asking  too  much,  but  put  it  together  as 
simply  as  you  can. 

Mr.  Myers.  I  will  attempt  to  give  you  answers  that  will  be  factual 
and  I  hope  quite  understandable. 
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(The  following  material  was  received  by  the  committee:) 
The  Acturial  Soundness  of  the  OASDI  Program 

The  question  is  frequently  raised  as  to  whether  the  Old-Age,  Survivors,  and 
Disability  Insurance  program  is  actuarially  sound.  The  answer  to  this  ques- 
tion hinges,  to  a  considerable  extent,  on  what  is  meant  by  the  term  "actuarially 
sound".  For  social  insurance  purposes,  this  term  can  properly  be  defined  as 
meaning  that  the  income  available  under  the  system  will,  over  a  long-range 
future  period,  be  sufficient  to  meet  its  expenditures,  according  to  the  best  possible 
actuarial  cost  estimates. 

The  existing  OASDI  program  meets  this  requirement,  and  in  fact  the  latest 
cost  estimates  indicate  that  a  substantial  favorable  actuarial  balance  (or  surplus) 
exists.  The  system  as  it  would  be  changed  by  the  legislative  proposal  of  the 
President  (H.R.  5710)  would  also  meet  the  above  requirement,  and  it  would  be 
in  close  actuarial  balance. 

Some  critics  erroneously  claim  that  the  OASDI  program  is  actuarially  unsound 
and  that  is  has  an  unfunded  liability  of  about  $350  billion  for  the  present  group 
of  covered  workers.  This  assertion  is  based  on  the  incorrect  analogy  of  likening 
the  OASDI  program  to  an  insurance  company  that  sells  individual  life  insurance 
policies.  Such  a  company  must  have  sufficient  funds  on  hand  so  that  it  can 
carry  out  the  terms  of  the  contracts  if  the  present  policyholders  continue  to  pay 
their  premiums  (or,  alternatively,  if  they  surrender  their  policies  now  or  at  any 
future  time).  The  company  cannot  count  on  having  new  policyholders  in  the 
future. 

On  the  other  hand,  the  OASDI  program  can  properly  count  on  new  entrants 
steadily  participating  in  the  program  in  the  future  and  so  can  (and  should)  con- 
sider its  financial  status  on  the  basis  of  both  the  present  group  of  workers  and 
new  entrants  into  the  future  (i.e.  considering  both  their  benefits  and  their  con- 
tributions and  their  employers'  contributions).  Under  these  circumstances,  it  is 
unrealistic  and  improper  to  consider  as  meaningful  any  computations  for  only 
the  existing  group  of  covered  individuals  based  on  the  assumption  that  no  new 
entrants  will  come  into  the  system  in  the  future. 

Secretary  Gardner.  Mr.  Ullman,  we  can  give  you  not  only  our  own 
views  on  that  but  the  views  of  a  series  of  outside  advisory  councils 
that  have  expressed  themselves  on  this. 

(The  following  material  was  received  by  the  committee :) 

Advisory  Council  Statements  Concerning  the  Financial  Soundness  of 
the  Social  Security  Program 

a.  views  of  the  1965  advisory  council  on  social  security 

On  January  1,  1965,  the  Advisory  Council  on  Social  Security  issued  its  report 
and  brought  to  a  close  a  one-and-one-half  year  study  of  the  social  security  pro- 
gram.   The  Council's  over-all  finding  on  the  financial  status  of  the  program  was  : 

"The  social  security  program  as  a  whole  is  soundly  financed,  its  funds  are 
properly  invested,  and  on  the  basis  of  actuarial  estimates  that  the  Council  has 
reviewed  and  found  sound  and  appropriate,  provision  has  been  made  to  meet  all 
of  the  costs  of  the  program  both  in  the  short  run  and  over  the  long-range  fu- 
ture. .  .  ." 

Although  the  Council  was  required  to  report  on  all  aspects  of  the  program  and 
to  make  recommendations  for  improvements,  the  financing  of  the  program  was 
a  major  item  on  its  agenda.  The  Council  indicated  its  concern  for  the  financial 
soundness  of  the  program  in  the  following  sentences  : 

"In  all  its  considerations  a  primary  concern  of  the  Council  has  been  the  fi- 
nancial soundness  of  the  program.  Clearly,  no  change  in  the  program  should 
be  made,  and  no  present  trend  should  be  permitted  to  continue,  if  the  result  were 
to  jeopardize  financial  soundness  in  any  way.  In  the  light  of  this  primary 
concern,  the  Council  has  undertaken  to  assure  that  the  financing  will  be  suf- 
ficent  to  meet  all  benefit  and  administrative  costs  as  they  fall  due." 

The  Council  appointed  3  of  its  members,  including  an  actuary,  to  a  subcom- 
mittee that  was  instructed  to  make  a  thorough  review  of  the  practices  followed 
in  preparing  actuarial  estimates.  In  making  this  review  the  subcommittee 
obtained  the  services  of  two  insurance  company  actuaries  and  one  from  organized 
labor.    Based  on  this  review,  the  Council  said : 
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"In  arriving  at  the  conclusion  that  the  system  as  a  whole  is  in  actuarial  balance, 
the  Council  examined  not  only  the  results  of  the  estimates  but  also  the  tech- 
niques used  and  the  assumptions  on  which  the  estimates  are  based.  It  found 
that  the  techniques  used  in  preparing  the  estimates  of  the  cost  of  the  program  are 
in  accordance  with  sound  actuarial  practice  and  that  the  assumptions  on  which 
these  estimates  are  based  are  appropriate." 

In  addition  to  the  general  statements  on  the  financial  soundness  of  the  pro- 
gram, the  Council's  report  commented  on  the  erroneous  but  persistent  idea  that 
the  social  security  program  has  a  large  deficit  because  the  social  security  trust 
funds  are  only  a  small  fraction  of  the  reserve  that  would  be  needed  if  the  pro- 
gram maintained  sufficient  funds  to  pay  off  at  one  time  all  benefits  that  will 
accrue  ito  past  and  present  contributors.  On  this  matter  the  report  included  the 
following  statement : 

"The  Council  is  in  agreement  with  the  previous  groups  that  have  studied  the 
financing  of  the  program  that  it  is  unnecessary  and  would  be  unwise  to  keep 
on  hand  a  huge  accumulation  of  funds  sufficient,  without  regard  to  income  from 
new  entrants,  to  pay  all  future  benefits  to  past  and  present  contributors.  A 
compulsory  social  insurance  program  is  correctly  considered  soundly  financed 
if,  on  the  basis  of  actuarial  estimates,  current  assets  plus  future  income  are  ex- 
pected to  be  sufficient  to  cover  all  the  obligations  of  the  program ;  the  present 
system  meets  this  test.  The  claim  sometimes  made  that  the  system  is  financially 
unsound,  with  an  unfunded  liability  of  some  $300  billion,  grows  out  of  a  false 
analogy  with  private  insurance,  which  because  of  its  voluntary  character  cannot 
count  on  income  from  new  entrants  to  meet  a  part  of  the  future  obligations  for 
the  present  covered  group." 

B.  VIEWS  OF  THE  1959  ADVISORY  COUNCIL  ON  SOCIAL  SECURITY  FINANCING 

The  1959  Advisory  Council  on  Social  Security  Financing,  established  under 
the  1956  amendments  to  the  Social  Security  Act  for  the  purpose  of  reviewing  the 
status  of  the  social  security  trust  funds  in  relation  to  the  long-term  commitments 
of  the  old-age,  survivors,  and  disability  insurance  program,  issued  a  report  of 
its  findings  on  January  1,  1959.    The  Council's  major  finding  was : 

"The  method  of  financing  the  old-age,  survivors,  and  disability  insurance  pro- 
gram is  sound,  and,  based  on  the  best  estimates  available,  the  contribution  sched- 
ule now  in  the  law  makes  adequate  provision  for  meeting  both  short-range  and 
long-range  costs." 

In  support  of  this  finding  the  Council  further  stated : 

"The  Council  finds  that  the  present  method  of  financing  the  old-age,  survivors, 
and  disability  insurance  program  is  sound,  practical,  and  appropriate  for  this 
program.  It  is  our  judgment,  based  on  the  best  available  cost  estimates,  that 
the  contribution  schedule  enacted  into  law  in  the  last  session  of  Congress  makes 
adequate  provision  for  financing  the  program  on  a  sound  acturaial  basis. 

"The  Council  has  studied  the  estimates  of  the  short-range  and  long-range  costs 
of  the  old-age  and  survivors  insurance  program,  the  various  demographic  and 
other  assumptions  on  which  they  are  based,  and  the  basic  techniques  used  in 
deriving  the  estimates.  The  Council  believes  that  the  assumptions  are  a  rea- 
sonable basis  for  forecasts  extending  into  the  distant  future,  and  that  the  esti- 
mating techniques  are  appropriate  and  sound.  The  Council  endorses  the  present 
practice  under  which  both  the  estimating  techniques  and  the  assumptions  are  re- 
examined periodically  to  take  account  of  emerging  experience  and  changing 
conditions." 

C.  1948  ADVISORY  COUNCIL  ON  SOCIAL  SECURITY 

In  1958  the  Advisory  Council  on  Social  Security,  appointed  by  the  Senate  Fi- 
nance Committee,  submitted  its  recommendations  for  improvements  in  the  social 
security.  The  Council  stated  with  regard  to  financing  the  recommended  im- 
provements : 

".  .  .  the  Council  believes  that  the  first  step-up  [in  contribution  rates]  is  needed 
when  the  liberalized  program  becomes  effective,  but  we  wish  to  emphasize  that 
building  up  the  trust  fund  is  not  the  purpose  of  our  proposed  increase  in  the 
contribution  rate,  and  we  therefore  urge  that  additional  increases  in  the  rate  be 
postponed.  The  increase  in  the  trust  fund  is  an  incidential  result  of  the  contribu- 
tion rates,  the  benefit  rates,  and  the  eligibility  requirements  that  seem  to  us 
desirable  on  other  grounds.  Unlike  private  insurance,  a  social-insurance  scheme 
backed  by  the  taxing  power  of  the  Government  does  not  need  full  reserves  suffi- 
cient to  cover  all  liabilities." 
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In  connection  with  the  Council's  recommendations  for  major  improvements  in 
the  social  security  program  careful  consideration  was,  of  course,  given  to  the 
method  of  financing  the  program.  In  an  appendix  to  its  report  on  the  social 
security  program  the  Council  specifically  considered  the  investment  of  the  social 
security  trust  fund  in  Government  securities  and  a  number  of  persistent  mis- 
conceptions relating  to  social  security  trust  fund  investments.  The  Council 
stated : 

"This  reserve  has  been  invested  in  United  States  Government  securities,  which, 
in  the  opinion  of  the  Council,  represent  the  proper  form  of  investment  for  these 
funds.  We  do  not  agree  with  those  who  criticize  this  form  of  investment  on  the 
ground  that  the  Government  spends  for  general  purposes  the  money  received 
from  the  sale  of  securities  to  that  fund.  Actually  such  investment  is  as  reason- 
able and  proper  as  is  the  investment  by  life-insurance  companies  of  their  own 
reserve  funds  in  Government  securities.  The  fact  that  the  Government  uses 
the  proceeds  received  from  the  sales  of  securities  to  pay  the  costs  of  the  war  and 
its  other  expenses  is  entirely  legitimate.  It  no  more  implies  mishandling  of 
moneys  received  from  the  sale  of  securities  to  the  trust  fund  than  it  does  of  the 
moneys  received  from  the  sale  of  United  States  securities  to  life-insurance  com- 
panies, banks  or  individuals. 

"The  investment  of  the  old-age  and  survivors  insurance  funds  in  Government 
securities  does  not  mean  that  people  have  been  or  will  be  taxed  twice  for  the 
same  benefits,  as  has  been  charged.  The  following  example  illustrates  this  point : 
Suppose  some  year  in  the  future  the  outgo  under  the  old-age  and  survivors 
insurance  system  should  exceed  pay-roll  tax  receipts  by  $100,000,000.  If  there 
were  then  $5,000,000,000  of  United  States  2-percent  bonds  in  the  trust  fund,  they 
would  produce  interest  amounting  to  $100,000,000  a  year.  This  interest  would, 
of  course,  have  to  be  raised  by  taxation.  But  suppose  there  were  no  bonds 
in  the  trust  fund.  In  that  event,  $100,000,000  to  cover  the  deficit  in  the  old-age 
and  survivors  insurance  system  would  have  to  be  raised  by  taxation;  and,  in 
addition,  another  $100,000,000  would  have  to  be  raised  by  taxation  to  pay  interest 
on  $5,000,000,000  of  Government  bonds  owned  by  someone  else.  The  bonds  would 
be  in  other  hands,  because  if  the  Government  had  not  been  able  to  borrow  from 
the  Old-age  and  Survivors  Insurance  Trust  Fund,  it  would  have  had  to  borrow 
the  same  amount  from  other  sources.  In  other  words,  the  ownership  of  the 
$5,000,000,000  in  bonds  by  the  old-age  and  survivors  insurance  system  would 
prevent  the  $100,000,000  from  having  to  be  raised  twice — quite  the  opposite 
from  the  "double  taxation"  that  has  been  charged. 

"The  members  of  the  Advisory  Council  are  in  unanimous  agreement  with  the 
statement  of  the  Advisory  Council  of  1938  to  the  effect  that  the  present  provisions 
regarding  the  investment  of  the  moneys  in  the  Old-Age  and  Survivors  Insur- 
ance Trust  Fund  do  not  involve  any  misuse  of  these  moneys  or  endanger  the 
safety  of  the  funds." 

Mr.  Ullman.  You  might  add  some  appendages  but  put  this  thing 
into  a  nutshell.  This  has  been  the  trouble  to  date,  you  can  get  the 
answers  if  you  dig  through  a  volume,  but  I  don't  want  to  dig  through 
a  volume.  I  want  this  condensed  into  one  neat  little  package  that 
will  satisfy  people,  boil  it  down  as  much  as  you  can. 

Now  just  a  couple  of  specific  questions. 

Your  summary  of  cash  benefit  financing  is  based  upon  a  level  earn- 
ings assumption  ? 
Mr.  Myers.  Yes,  sir. 

Mr.  Ullman.  This  is  the  same  assumption  you  have  been  making 
all  along  ? 
Mr.  Myers.  Yes,  sir. 

Mr.  Ullman.  That  existing  earnings  will  continue  at  a  constant 
level.    You  are  not  taking  any  escalation  into  account? 

Mr.  Myers.  That  is  correct,  Mr.  ITllman. 

Mr.  Ullman.  Another  very  brief  question  here. 

I  note  that  on  page  43  of  your  long-range  cost  estimates  your  table 
indicates  that  during  the  years  from  1956  to  1965  there  has  been  some 
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reduction,  not  major,  but  some  reduction  of  the  fund  at  the  end  of 
the  year. 

Mr.  Myers.  Yes ;  that  is  correct  . 

Mr.  Ullman.  What  would  that  show  at  the  end  of  1966  ? 

Mr.  Myers.  This  reflects  the  OASI  Trust  Fund.  It  had  increased 
from  the  figures  shown  for  1965  of  $18.2  billion  to  $20.6  billion  by  the 
end  of  1966. 

Mr.  Ullman.  Does  this  reflect  the  plus  0.74  factor  that  you  have? 

Mr.  Myers.  It  reflects  that  to  some  extent,  but  there  are  a  number 
of  elements  that  make  up  the  0.74  percent  actuarial  favorable  balance 
that  are  not  included  here.  Several  reasons  for  the  growth  in  1966 
were  not  only  the  higher  earnings  levels  than  had  been  used  in  the 
previous  estimates,  but  also  there  were  certain  changes  in  the  tax  col- 
lection procedures  in  1966  that  added  quite  a  bit  of  income  to  the 
system — namely,  that  some  large  employers  were  required  to  submit 
their  withholding  taxes  and  social  security  taxes  biweekly  instead  of 
monthly. 

Mr.  Ullman.  I  will  not  pursue  that  further,  but  I  notice  in  your 
estimates  for  1970  and  on,  this  fund  at  the  end  of  the  year  builds  up. 
What  are  the  assumptions  in  that  buildup  ?  For  instance  in  1970. 
on  the  low  cost  assumption  you  have  $34  billion,  median  cost  $33  bil- 
lion, and  high  cost  $32  billion.  Would  this  indicate  that  the  fund  will 
get  in  a  better  position  based  on  the  present  program  ? 

Mr.  Myers.  Yes,  Mr.  Ullman ;  this  estimate  is  based  on  the  present 
program.  As  we  have  been  discussing,  there  is  this  considerable  posi- 
tive or  favorable  actuarial  balance,  As  it  continues  year  after  year, 
it  would  build  up  a  very  substantial  fund — namely,  this  means  that 
the  program  is  considerably  overfinanced  and  as  a  result  a  sizable  fund 
builds  up,  as  you  can  see  from  this  table. 

Mr.  Ullman.  This  is  still  based  upon  the  assumption  of  level 
earnings. 

Mr.  Myers.  This  is  based  upon  a  level-earnings  assumption,  and  this 
is  based  on  the  present  law,  not  the  bill  before  you. 

Mr.  Ullman.  Turning  to  the  next  page,  the  DI  trust  fund,  why  is 
it  that  you  have  on  the  high  cost  assumption  in  1980  the  trust  fund 
being  exhausted  ?  What  does  that  mean  ? 

Mr.  Myers.  This  means  that  under  our  new  cost  assumptions  we 
believe  that  the  disability  experience  has  gotten  considerably  worse — 
that  is,  considerably  more  costly  than  in  our  previous  estimates. 
Although  the  system  as  a  whole  has  a  positive  long-range  actuarial 
balance  of  0.74  percent  of  taxable  payroll,  the  OASI  portion  has  a 
higher  actuarial  balance  (namely,  0.89  percent)  but  the  DI  portion 
is  out  of  balance  by  about  0.15  percent  of  taxable  payroll,  which  means 
it  needs  an  additional  allocation. 

I  think  I  mentioned,  perhaps  when  you  were  not  here,  the  trustees 
j  report  that  was  submitted  to  Congress  on  Tuesday  indicated  that  for 
the  present  system  some  income  should  be  allocated  from  the  OASI 
system  to  the  DI  system  if  both  are  to  be  maintained  on  a  financially 
sound  basis. 

Mr.  Ullman.  But  your  overall  actuarial  summaries  include  both 
funds,  do  they  ? 

Mr.  Myers.  Including  both  funds  we  have  this  positive  balance  of 
0.74  percent  of  taxable  payroll,  but  we  do  need  more  money  allocated 
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to  the  disability  fund,  which  fact  shows  up  in  this  table  in  the  fund's 
being  exhausted. 

If  we  did  allocate  more  money  to  the  disability  fund,  we  would 
show  a  trust  fund  growing  up  slowly  here  in  the  DI  system,  but  on 
the  OASI  system  it  would  not  go  up  quite  as  rapidly,  but  it  would 
still  be  fairly  rapid. 

Mr.  Ullman.  Turning  back  to  table  22,  those  figures  do  not  reflect 
the  imbalance  in  the  DI  ? 

Mr.  Myers.  No;  but  if  they  did,  they  would  be  somewhat  lower, 
but  they  would  still  be  of  a  very  considerable  magnitude  because  of 
the  overall  favorable  actuarial  balance  of  the  program. 

Mr.  Ullman.  They  would  still  be  in  an  actuarially  sound  basis  ? 

Mr.  Myers.  The  system  would  be  overfinanced,  in  fact,  as  far  as 
OASI  is  concerned. 

Mr.  Ullman.  One  different  question  just  for  my  information  upon 
a  totally  different  subject — assuming  that  the  fund  became  out  of 
balance  at  some  future  date,  for  instance  payroll  dropped  way  off  for 
some  reason,  the  fact  that  the  fund  was  not  in  balance  would  not  keep 
anyone  from  getting  a  social  security  check,  would  it  ? 

Mr.  Myers.  Assuming  the  system  was  not  in  long-range  actuarial 
balance,  this  would  not  matter  for  some  time  as  long  as  there  was 
money  in  the  fund.  This  would  mean  that  the  fund  would  be  drawn 
upon,  but  there  would  be  ample  time  for  the  Congress  to  take  action 
on  the  matter  to  allocate  more  money  to  it. 

Mr.  Ullman.  If  the  fund  were  exhausted,  then  you  could  not  pay 
benefits  ? 

Mr.  Myers.  That  is  correct. 

Mr.  Ullman.  This  is  isolated  from  the  general  fund  ? 

Mr.  Myers.  That  is  correct.  In  fact,  if  the  situation  arose — which 
I  would  hope  would  never  occur — that  one  fund  ran  out  of  money  and 
the  other  fund  had  money,  we  could  still  not  pay  benefits  for  the  fund 
that  had  no  money  from  the  fund  that  had  money,  without  congres- 
sional action,  of  course. 

Mr.  Ullman.  Thank  you,  Mr.  Chairman. 

Mr.  Vanik.  Since  there  is  no  assurance  that  the  welfare  recipient 
will  receive  the  benefit  of  the  social  security  increase,  I  wonder  if  you 
might  provide  for  the  record  a  table  on  a  State  by  State  basis,  showing 
the  potential  saving  in  each  State  if  the  increased  social  security  bene- 
fit were  to  result  in  reduced  welfare  payments.  In  other  words,  show- 
ing what  the  maximum  potential  saving  for  each  State  would  be. 

Secretary  Gardner.  On  public  assistance  funds  ? 

Mr.  Vanik.  Yes,  sir. 

The  Chairman.  Could  you  get  it  for  inclusion  in  the  record  ? 

Mr.  Cohen.  We  would  have  to  make  some  kind  of  estimate  of  what 
the  interaction  would  be.  We  have  the  general  idea  overall  but  each 
State  is  separate,  but  we  can  probably  make  an  estimate. 

Mr.  Vanik.  I  understand  it  would  be  an  estimate.  But  if  some ' 
table  could  be  prepared,  it  would  be  a  guide. 
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(The  following  table  was  received  by  the  committee :) 

Public  assistance — Estimated  annual  reduction  in  expenditures  for  public  assistance 
from  Federal  and  non-Federal  funds  as  a  result  of  title  I  of  H.R.  5710,  Social 
Security  Amendments  of  1967 

[In  thousands  of  dollars] 


State 


Total, 
Federal  and 
non-Federal 

funds  1 


Federal 
funds  2 


Total  

Alabama  

Alaska  

Arizona  

Arkansas  

California  

Colorado  

Connecticut  

Delaware  

District  of  Columbia 

Florida  

Georgia  

Hawaii  

Idaho  

Illinois  

Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire  

New  Jersey  

New  Mexico  

New  York  

North  Carolina  

North  Dakota  

Ohio  

Oklahoma  

Oregon  

Pennsylvania  

Puerto  Rico  

Rhode  Island  

South  Carolina  

South  Dakota  

Tennessee  

Texas  

Utah  

Vermont  

Virgin  Islands  

Virginia  

Washington  

West  Virginia  

Wisconsin  

Wyoming  


356, 450 


19, 361 
212 
2,113 
9,  488 
59,  562 
5,  994 
1,088 
271 
383 
14,350 
13, 359 
240 
671 
6, 154 
3,  657 
3,  826 
2, 937 
9, 163 
21,  018 
2,  047 
1,579 
11, 136 
7,  255 
5,  265 
14,  087 
16, 427 
744 
1,702 
533 
822 
2,584 
1,345 
9,735 
6,520 
722 
13, 503 
12,210 
1,795 
7,076 
101 
1,032 
3,695 
930 
7,  014 
37, 133 
674 
987 
85 
1,875 
5,613 
1,545 
4, 402 
430 


225, 100 


13, 879 
119 
1,510 
6,  901 
29,  781 
3,  037 
636 
174 
222 
10,  487 
9,  779 
137 
465 
3,  223 
2,  043 
2,  224 
1,734 
6,950 
14,  621 
1,398 
873 
6,  026 
3,922 
3,348 
10, 576 
10,  580 
488 
1,  029 
320 
409 
1,522 
948 
4,868 
4,599 
460 
7,566 
8,500 
1,136 
4,312 
45 
547 
2,639 
611 
5,026 
26,242 
463 
623 
33 
1,315 
3,399 
1, 123 
1,978 
254 


1  Based  on  the  following  assumptions:  (a)  that  increases  in  OASDI  benefits  (and  therefore  the  reduction 
in  OAA  payments)  would  average  $20  per  month  per  OAA  recipient  with  benefits,  and  that  the  increase 
in  OASDI  benefits  for  the  other  public  assistance  programs  combined  would  be  about  20  percent  of  the 
amount  for  OAA.  For  the  increase  from  $35  to  $50  in  the  1965  and  1966  transitional  benefits,  that  OAA 
will  be  discontinued  for  90,000  OAA  recipients  with  an  average  monthly  OAA  payment  of  $42  per  recipient; 
(b)  that  for  United  States,  of  the  total  number  of  different  recipients  who  received  hospital  care  during 
fiscal  1565  under  APTD  and  AB,  about  13  percent  and  8  percent,  respectively,  would  be  eligible  for  pay- 
ments under  title  XVIII;  (c)  that  for  the  United  States,  about  5,000  widows  receiving  APTD  would  become 
eligible  for  OASDI  benefits. 

2  That  Federal  participation  in  assistance  payments  for  all  States  in  the  fiscal  year  1968  will  average  65 
percent  in  OAA  and  60  percent  in  the  other  programs  combined. 


75-833  0—67—^23 
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The  Chairman.  What  is  the  nationwide  average,  Mr.  Ball,  of  the 
percent  of  people  who  draw  cash  assistance  benefits  from  State  pro- 
grams who  also  draw  a  social  security  benefit?  Is  it  as  much  as  50 
percent  ? 

Mr.  Ball.  Just  about. 

Mr.  Con  able.  In  the  discussion  of  the  earned-wage  ceiling  on  social 
security  recipients  you  said  economic  conditions  made  you  come  to  the 
conclusion  that  it  should  be  raised  from  $1,620  to  $1,680. 

Mr.  Cohen.  We  meant  that  as  wages  increase,  and  as  we  take  gen- 
eral earnings  levels  into  account  throughout  the  system  in  the  earnings 
base,  for  example — one  would  normally  think  of  adjusting  the  re- 
tirement test  in  some  relation  to  those  same  factors. 

Mr.  Conable.  Do  you  consider  unemployment  statistics  at  all  ? 

Mr.  Cohen.  We  would  take  the  unemployment  statistics  into  ac- 
count to  some  extent.  Originally  the  concept  behind  the  retirement 
test  was,  of  course,  to  withdraw  people  from  the  labor  market  so  there 
would  be  more  opportunities  for  younger  people  to  work. 

I  would  say  that  factor  over  the  last  30  years  has  become  a  much 
less  significant  factor  than  earlier. 

Mr.  Conable.  I  come  from  an  area  where  there  is  a  rather  serious 
skill  need.  Are  we  indulging  here  in  a  policy  of  taking  people  out  of 
the  labor  market  who  might  not  otherwise  withdraw  ? 

Mr.  Cohen.  The  effect  of  the  test,  whether  the  exemption  now  is 
$1,500  plus  the  $1  deduction  for  $2  of  earnings  above  that,  or  any  other 
amount,  is  to  allow  a  skilled  person  to  work  part  of  the  year,  or  part 
of  the  month,  and  still  in  a  sense  be  in  a  kind  of,  shall  I  say,  partial 
retirement,  and  get  some  or  all  benefits  for  the  year  or  the  month. 

Mr.  Conable.  I  understand  we  have  a  trade-off  here.  Do  we  have 
anywhere  in  the  record  what  it  would  cost  to  raise  the  earnings  ceilings, 
the  different  figures  ?  I  assume  as  you  go  up  with  the  ceiling  the  cost 
of  the  added  increment  goes  down. 

Mr.  Cohen.  Mr.  Myers  has  that  right  now  if  you  would  like  to  have 
that  read  into  the  record. 

Mr.  Conable.  I  wish  you  would  put  it  in  the  record  somewhere. 

Mr.  Myers.  Do  you  have  any  specific  levels  of  the  annual  exempt 
amount  that  you  want  ? 

Mr.  Conable.  I  would  like  to  get  some  idea  of  the  relative  expense 
of  increments  up  to  a  certain  point. 

Mr.  Myers.  I  have  these  figures  here.  In  the  bill,  the  annual  earn- 
ings test  would  be  raised  to  $1,680  a  year.  As  I  believe  I  have  stated, 
this  has  a  level-cost,  which  is  an  average  cost  over  future  year,  of  0.06 
percent  of  taxable  payroll. 

At  the  other  extreme,  as  was  mentioned,  if  the  test  were  completely 
eliminated,  there  would  be  a  level-cost  of  0.07  percent  of  taxable 
payroll. 

In  between,  if  the  exempt  amounts  were  raised  to  $2,100  a  year,  the 
level  cost  would  be  0.22  percent  of  taxable  payroll.  If  it  were  raised 
to  $2,400,  the  level-cost  would  be  0.33  percent  of  taxable  payroll.  If 
it  were  raised  to  $3,000  a  year,  the  level-cost  would  be  0.54  percent 
of  taxable  payroll. 

The  reason  that  this  cost  rises  rather  rapidly  as  the  annual  exempt 
amount  is  raised  is  because  people  with  earnings  beyond  this  amount 
get  partial  benefits.  For  example,  when  there  is  an  exempt  amount 
of  $3,000  a  year,  a  man  earning  $6,000  a  year,  with  a  wife,  would  pos- 
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sibly  get  some  benefits  of  a  partial  nature,  whereas,  of  course,  now  he 
gets  nothing. 

Mr.  Coxable.  Now  to  come  back  to  the  question  Mr.  Utt  asked, 
I  think  we  do  hare  a  very  substantial  State-imposed  payroll  burden 
in  many  States.  Do  you  make  any  analysis  of  that,  determining  the 
point  at  which  you  would  not  wish  to  impose  a  further  Federal 
payroll  burden? 

I  assume  right  now  you  have  in  mind  a  figure  beyond  which  you 
would  say  that  we  should  take  money  out  of  the  General  Treasury 
rather  than  imposing  a  further  payroll  burden.  Do  you  have  any 
comment  on  that  ? 

Mr.  Cohex.  As  Mr.  Ball  indicated  this  morning,  we  do  not  have  a 
precise  point,  but  we  were  concerned  enough  about  it  to  bring  together 
a  whole  group  of  economists  last  year  through  the  Brookings  In- 
stitution to  study  that  problem. 

It  is  clear  that,  of  course,  the  payroll  tax  has  a  differential  effect  both 
by  industry  and  employer,  depending  upon  what  proportion  of  the 
cost  of  the  product  are  labor  costs.  It  varies  greatly,  from,  let's 
say,  an  industry  like  laundries,  which  has  a  very  high  proportion  of 
labor  cost,  to  some  other  types  of  products,  where  labor  cost  is  very 
small. 

Mr.  Cox  able.  Doesn't  it  vary  among  the  States  ? 

Mr.  Cohex.  It  varies  among  States  and  among  individual  em- 
ployers, and  it  varies  to  some  extent  on  the  size  of  the  industry,  and 
even  on  the  size  of  the  employer  in  relation  to  the  industry. 

Mr.  Cox  able.  The  number  of  spaces  he  has  on  his  bookkeeping 
machine  ? 

Mr.  Cohex.  Yes.  Of  course,  with  this  wide  range  you  Avill  find 
that  a  given  additional  payroll  cost  has  different  effects  on  different 
employers,  and  if  you  take  the  extreme  cases,  with  large  labor  costs 
involved  in  the  product  for  an  employer  who  is  at  the  margin  between 
not  making  a  profit  and  making  a  profit  in  the  year,  it  can  have  a 
very  serious  effect. 

As  I  said  this  morning,  we  are  concerned  enough  about  the  problem 
to  have  undertaken  a  serious  study.  We  don't  have  in  mind  at  this 
point  any  absolute  limit,  but  we  recognize  that  there  may  be  one. 

Mr.  Coxable.  I  suppose  you  can  start  with  the  idea  that  the  States 
cannot  be  foreclosed  in  this  type  of  deduction. 

Mr.  Cohex.  We  recognize  there  are  two  other  areas  in  which  the 
States  have  responsibility  for  payroll  tax  financing :  one  is  unemploy- 
ment insurance  and  the  other  is  workmen's  compensation.  It  would 
not  be  fair,  since  workmen's  compensation  is  the  province  of  the  States 
and  unemployment  is  also  the  province  of  the  States,  to  preempt  the 
payroll  tax  to  finance  social  security  under  present  circumstances. 

Mr.  Coxable.  Do  you  have  plans  for  financing  this  ? 

Mr.  Cohex.  We  are  giving  the  problem  study,  and  as  all  of  these 
programs  develop  we  have  to  give  it  serious  consideration. 

Mr.  Coxable.  With  respect  to  veterans  benefits,  I  though  Mr.  Broy- 
hill  was  going  to  ask  if  there  were  not  someway  in  which  the  waiver 
provision  could  be  tied  together  with  any  increase  in  benefits.  I  re- 
member a  lot  of  letters  I  received  from  people  who  were  actually  added 
to  the  veterans'  pension  list  because  2  years  ago  the  bill  to  increase 
social  security  benefits  failed  to  pass.    Thereafter  this  additional 
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group  found  they  were  losing  money  which  it  had  never  been  intended 
they  should  receive. 

Is  there  any  way  in  which  these  two  pieces  of  legislation  could  be 
tied  together  so  that  if  one  failed  and  the  other  did  not,  you  would  not 
have  a  repetition  of  this  kind  of  unfortunate  thing  ? 

Mr.  Cohen.  I  think  that  at  the  point  at  which  we  last  time  imposed 
it,  the  logic  was  to  put  it  in  the  social  security  bill,  and  over  in  the 
Senate,  where  the  Senate  Finance  Committee  handles  both  programs, 
in  the  past  that  has  sometimes  been  considered ;  if  you  keep  them  to- 
gether in  the  social  security  bill,  then  I  think  you  would  have  a  closer, 
more  intimate  relation  along  the  line  of  what  the  chairman  himself 
said,  but  I  think  the  last  time  the  difficulty  came  because  it  was  in  a 
different  bill. 

The  Chairman.  On  the  basis  of  the  action  taken  in  the  House  to 
provide  for  an  increase  in  benefits  in  1964,  the  Veterans'  Affairs  Com- 
mittee passed  legislation  and  sent  it  speedily  through  the  House  pro- 
viding that  10  percent  of  the  amount  of  the  social  security  payment 
would  be  disregarded  in  determining  one's  eligibility  for  pension  pay- 
ments. That  passed  and  our  bill  did  not  pass.  It  is  our  understanding 
that  that  immediately  made  people  eligible  for  veterans'  pensions  who 
were  not  up  until  that  time  eligible  for  pension. 

Then  later  on  we  did  increase  benefits,  you  will  remember,  in  1965, 
and  because  there  wasn't  a  comparable  percentage  reduction  in  social 
security  payments  for  purposes  of  determining  one's  eligibility  for 
pension  payments,  some  people  received  $5  or  $6  in  the  way  of  a  social 
security  increase  and  then  lost  $25  or  $30  in  pensions  because  they  were 
cut  back  from  say,  $105  to  $80. 

Mr.  Conable.  If  there  had  been  no  hiatus,  there  would  not  have 
been  this  problem.   This  would  have  to  be  done  on  the  Senate  side. 

The  Chairman.  Or  it  should  be  done  in  the  Veterans'  Affairs  Com- 
mittee. 

Mr.  Cohen.  Mr.  Driver,  Mr.  Ball,  and  I  have  had  conversations  as 
to  whether  or  not  we  couldn't  figure  out  some  permanent  solution  to 
this  so  that  legislation  would  not  be  needed  every  time  to  take  care 
of  this  matter  whenever  it  happened.  This  sort  of  situation  could 
happen  again. 

The  Chairman.  Are  there  any  further  questions? 

Mr.  Bush.  No  questions. 

The  Chairman.  Would  it  be  possible  for  all  of  you  to  be  back  at 
10  o'clock  in  the  morning?    We  will  have  some  questions  to  ask. 

Without  objection,  the  committee  will  be  adjourned  until  10  o'clock 
tomorrow  morning. 

(Whereupon,  at  4 :25  p.m.,  the  committee  adjourned,  to  reconvene  at 
10  a.m.  Friday,  March  3,  1967.) 


PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


FRIDAY,  MARCH  3,  1967 

House  of  Representatives. 
Committee  on  Ways  and  Means, 

Washington,  D.O. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  A.  S.  Herlong,  Jr., 
presiding. 

Mr.  Herlong.  The  committee  will  come  to  order,  please. 

Good  morning,  Mr.  Secretary,  and  gentlemen.  Thank  you  for 
being  here  again  this  morning.  Mr.  Mills  asked  me  to  apologize  for 
his  not  being  here  right  away.  He  will  be  here  in  a  few  moments, 
and  he  asked  us  to  start  with  the  questioning. 

I  want  to  start  by  asking  a  few  questions  about  how  far  we  expect 
to  go  in  this  program.  Mr.  Byrnes  touched  on  that  yesterday  in 
talking  about  how  high  the  rate  of  taxation  could  be  expected  to  go 
in  the  ultimate,  and  about  the  only  answer  we  got  was  that  you  were 
thinking  about  it  and  you  were  becoming  concerned  about  it. 

Let  me  ask  you,  remembering  that  Secretary  Ribicoff  said  a  few 
years  ago  that  he  didn't  think  the  tax  rate  should  go  over  10  percent, 
do  you  now  think  that  20  percent  is  too  high,  Mr.  Secretary. 

FURTHER  STATEMENTS  OF  HON.  JOHN  W.  GARDNER,  SECRETARY, 
ACCOMPANIED  BY  HON.  WILBUR  J,  COHEN,  UNDER  SECRETARY; 
HON.  RALPH  K.  HUITT,  ASSISTANT  SECRETARY  FOR  LEGISLA- 
TION; HON.  PHILIP  R.  LEE,  ASSISTANT  SECRETARY  (HEALTH 
AND  SCIENTIFIC  AFFAIRS) ;  HON.  ROBERT  M.  BALL,  COMMIS- 
SIONER, SOCIAL  SECURITY  ADMINISTRATION;  ROBERT  J. 
MYERS,  CHIEF  ACTUARY,  SOCIAL  SECURITY  ADMINISTRATION; 
DR.  ELLEN  WINSTON,  COMMISSIONER  OF  WELFARE  ;  CHARLES  E. 
HAWKINS,  LEGISLATIVE  OFFICER  FOR  WELFARE  ADMINISTRA- 
TION; AND  HON.  STANLEY  S.  SURREY,  ASSISTANT  SECRETARY 
FOR  TAX  POLICY,  DEPARTMENT  OF  THE  TREASURY,  ACCOM- 
PANIED BY  JEROME  KURTZ,  TAX  LEGISLATIVE  COUNSEL 

Secretary  Gardner.  Twenty  percent  as  a  

Mr.  Herlong.  As  a  total  payment  by  the  employer  and  employee, 
or  10  percent  each. 

Secretary  Gardner.  As  we  pointed  out  yesterday,  we  are  reluctant 
to  talk  about  specific  limits,  but  I  think  that  the  very  cautious  rise 
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which  we  recommend  in  the  actual  contribution  rate  indicates  our 
feeling  that  we  are  approaching  some  kind  of  limit  at  this  point.  I 
would  like  to  get  Mr.  Ball's  additional  comment  on  that. 

Mr.  Ball.  To  answer  your  question  specifically,  Mr.  Herlong,  we 
have  never  contemplated  in  the  social  security  system  contribution 
rates  of  anywhere  near  the  size  of  10  percent  each.  As  the  Secretary 
says,  the  increases  in  the  rates  we  are  proposing  here  are,  as  far  as 
the  ultimate  rate  is  concerned,  only  0.15  percent — fifteen  one-hun- 
dredths  of  1  percent — over  present  law,  and  we  feel  that  it  would  be 
fairer  and  better  to  finance  additional  improvements,  at  least  partly 
out  of  an  increased  earnings  base. 

Mr.  Herlong.  Increased  earnings  base  ? 

Mr.  Ball.  Yes. 

Mr.  Herlong.  How  far  do  you  expect  to  go,  as  far  as  the  earnings 
base  is  concerned?    How  high  do  you  expect  to  go? 

Mr.  Ball.  On  the  earnings  base,  Mr.  Herlong,  I  think  there  are  a 
different  set  of  considerations,  the  way  the  program  has  been  designed; 
it  can  be  so  arranged  that  the  employee  who  pays  contributions  on 
any  given  earnings  base  gets  the  full  value  in  protection  for  what  he 
pays,  and  the  additional  income  to  the  system  from  the  increased 
employer  contribution  can  be  used  where  needed  for  benefit  improve- 
ments throughout  the  system.  The  considerations  really  are  to  what 
extent,  in  a  compulsory  system,  do  we  want  to  dedicate  to  this  par- 
ticular purpose  of  retirement  income,  disability  protection,  and  sur- 
vivors protection  a  given  level  of  contributions  for  people  in  the 
higher  earnings  brackets.  One's  concept  of  the  role  for  private  pen- 
sion plans  in  relation  to  the  basic  compulsory  system  comes  very  clearly 
into  play  here. 

The  original  program,  as  you  will  remember,  covered  the  full 
earnings  of  about  97  percent  of  all  workers  who  were  in  jobs  covered 
by  the  program,  but  over  the  years  the  percentage  fully  covered  has 
been  cut  back  very  considerably  until  today  the  program  covers  the 
full  earnings  of  only  about  75  percent  of  all  workers,  and  the  full 
earnings  of  only  about  56  percent  of  regularly  employed  males.  We 
are  proposing  to  go  part  way  back,  but  not  anywhere  near  to  the 
percentage  fully  covered  by  the  original  act. 

Mr.  Herlong.  If  you  hadn't  found  this  actuarial  surplus  last  fall, 
would  you  finance  this  whole  benefit  packaged  under  the  payroll 
tax?    We  were  told  that  we  had  a  0.74  surplus,  I  believe,  last  year. 

Mr.  Ball.  Mr.  Herlong,  we  never  had  to  grapple  with  that  question. 
The  surplus  was  there  at  the  time  that  we  considered  the  level  of 
benefits  that  we  would  propose,  and  that  hypothetical  possibility  didn't 
need  to  be  seriously  considered. 

Mr.  Hereong.  Getting  back  to  this  outside  limit,  you  say  that  these 
people  who  are  the  employees  would  receive  increased  retirement 
benefits  and  that  the  additional  pay  would  come  from  the  employer 
as  the  earnings  base  was  raised.  How  soon  do  they  get  these  higher 
benefits?  They  don't  get  them  immediately  upon  retirement.  They 
would  have  to  work  a  long  time  under  this  period  in  order  to  get  the 
level  of  benefits  you  have  described  wouldn't  they? 

Mr.  Bale.  People  who  are  already  in  the  older  age  group,  Mr. 
Herlong,  would  get  the  credit  toward  their  benefits  for  the  higher 
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amounts  for  whatever  years  they  paid  on  them,  and  they  would  get 

some  improvement,  consequently  

Mr.  Herlong.  They  wouldn't  reach  the  maximum  you  talk  about 
on  your  chart  until  sometime  after  the  year  2000,  or  somewhere  along 
in  there. 

Mr.  Ball.  That  is  correct  for  retirement  protection,  but  the  indi- 
viduals who  are  middle  age  or  more  than  middle  age  get  benefit 
improvements  much  more  than  equal  to  the  value  of  what  they  them- 
selves are  paying. 

They  don't  get  as  high  a  dollar  amount  as  those  who  pay  longer, 
but  since  they  are  paying  at  the  higher  amount  for  fewer  years,  they 
actually  do  better  in  protection,  in  relation  to  contributions,  than  the 
youngest  worker  paying  over  even  a  longer  time. 

Mr.  Herlong.  Here  is  what  we  are  faced  with.  People  are  writing 
us  and  saying,  "How  long  is  it  going  to  be  before  we  are  going  to 
have  to  pay  a  10  percent  tax  on  a  $100,000  base?"  And  the  employers 
match  that.  You  may  say  this  is  out  of  the  question,  but  my  good- 
ness, I  can  remember  in  my  lifetime  when  people  thought  a  50-percent 
income  tax  would  be  completely  out  of  the  question. 

Mr.  Ball.  We  would  be  as  concerned,  Mr.  Herlong,  as  you  are 
about  such  a  great  increase. 

Mr.  Herlong.  Concern  is  not  just  enough.  Would  you  oppose  a 
constitutional  amendment  that  would  set  some  outside  limitation  on 
this? 

Mr.  Surrey.  I  don't  know  whether  I  am  an  innocent  bystander  or 
not,  Mr.  Herlong,  but  apparently  I  am  the  expert  on  constitutional 
amendments  related  to  tax.  I  would  think  in  general  that  there  would 
always  be  sufficient  current  wisdom  in  the  Congress  and  elsewhere  to 
decide  these  questions  without  ever  freezing  them  in  the  mold  of  a 
constitutional  provision. 

Mr.  Herlong.  I  am  following  this  line  of  questioning  just  to  let 
you  know  that  there  are  a  lot  of  us  who  are  terribly  concerned  about 
these  outside  limits,  and  there  is  going  to  come  a  time  when  there 
is  going  to  be  a  little  more  political  attraction,  if  you  please,  in  ap- 
pealing to  the  man  who  is  working  rather  than  the  man  who  is  not 
working;  and  that  is  coming  one  of  these  days,  if  it  hasn't  already 
oome. 

Along  another  line,  under  some  regulations  which  you  have  issued 
heretofore,  I  wonder  if  you  believe,  Mr.  Ball,  that  you  have  the  au- 
thority to  set  detailed  standards  under  title  XIX  for  hospitals,  home 
health,  and  skilled  nursing  homes  as  the  law  gives  you  specifically 
under  part  A  of  title  XVIII. 

Maybe  you  would  like  to  answer  that,  Mr.  Cohen. 

Mr.  Cohen.  Mr.  Herlong,  title  XIX  does  not  list  specific  defini- 
tions for  all  of  these  kinds  of  health  services  as  does  title  XVIII. 

Mr.  Herlong.  That  is  right. 

Mr.  Cohen.  That  has  given  rise  to  the  feeling  by  some  groups  that, 
since  Congress  was  silent  on  the  extent  of  these  definitions,  the  Secre- 
tary did  not  have  authority  to  issue  any  interpretations  of  those  defi- 
nitions. The  major  issue  has  arisen  in  connection  with  the  use  of  the 
term  "skilled  nursing  home  care."  It  is  our  position,  backed  by  the 
view  of  our  General  Counsel,  that  in  view  of  the  use  of  that  term  in 
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the  Federal  law  some  intent  must  be  given  to  the  words  "skilled 
nursing  home  care"  as  against  just  plain  nursing  home  care.  It 
was  on  that  basis  that  we  issued  an  interpretation  as  to  what  kind  of 
skilled  nursing  homes  could  be  paid  for  under  title  XIX. 

However,  there  has  been  some  difference  of  opinion  about  the  exact 
provisions.  We  are  in  the  midst  of  reconsidering  them,  but  in  answer 
to  your  specific  questions,  Mr.  Herlong,  we  believe  that  the  Secretary 
has  the  authority  to  issue  an  interpretation  as  to  what  is  a  skilled 
nursing  home. 

Mr.  Herlong.  I  am  sure  you  will  recall  when  this  matter  was 
brought  up  in  our  discussions  that  the  committee  met  this  matter 
head  on,  and  absolutely  refused  to  give  the  authority  to  make  these 
regulations.  And  having  done  that  and  knowing  that,  how  can  you 
now  say  that  you  have  the  authority  to  do  it  ? 

Mr.  Cohen.  I  am  not  aware  that  the  Congress  decided  any  specific 
authority  for  us  to  interpret  this  term,  Mr.  Herlong.  What  happened 
is  that  the  committee  and  the  Congress  did  not  write  the  same  types  of 
conditions  in  title  XIX  as  they  did  in  title  XVIII  but  provided  in- 
stead that  the  States  must  have  the  basic  authority  for  licensing  and 
maintaining  standards.  We  believe  that  we  are  not  issuing  a  stand- 
ard with  regard  to  nursing  homes  under  the  law  but  instead  are  de- 
fining what  is  meant  by  a  skilled  nursing  home  as  a  basis  for  Federal 
payment. 

Mr.  Herlong.  The  report  on  the  bill  from  the  Finance  Committee 
in  1965  contains  the  following  statement  referring  to  this  matter : 

This  amendment  would  give  no  authority  to  the  Department  of  Health,  Edu- 
cation, and  Welfare  with  respect  to  the  content  of  such  standards  and  methods. 

Mr.  Cohen.  Well,  I  think  it  still  is  an  open  question  what  the  com- 
mittee meant  when  they  used  the  term  "skilled"  and  I  think  you  have 
to  give  some  interpretation  to  the  work  "skilled"  in  "skilled  nursing 
home"  when  Congress  in  plan  requirement  15  in  title  XIX  said  that 
the  Secretary  could  permit  any  other  medical  care  that  he  prescribed. 
Obviously  the  Secretary  has  to  define  what  will  be  paid  for  as  "skilled 
nursing  home"  care.  And  I  think  that  this  was  within  the  intent  of 
the  congressional  instruction,  sir. 

Mr.  Herlong.  There  are  those  of  us  who  feel  that  in  these  regula- 
tions you  usurp  the  authority  that  Congress  specifically  stated  would 
be  left  to  the  States  in  formulating  these  State  plans. 

Mr.  Cohen.  The  law  said  that  they  would  have  authority  in  setting 
up  a  State  plan  but  this  is  a  question  of  what  the  Federal  Govern- 
ment will  pay  for.  States  can  go  beyond  the  Federal  program  and 
take  care  of  matters  that  are  not  within  the  Federal  plan,  but  Congress 
limited  what  the  Federal  Government  would  pay  for,  specifying 
"skilled  nursing  home"  care.  What  we  are  trying  to  do  is  to  define 
what  is  "skilled  nursing  home"  care. 

I  would  be  glad  to  put  into  the  record  sir,  the  letter  I  sent  to  Mr. 
Pickens,  the  counsel  of  the  American  Nursing  Home  Association, 
which  outlines  the  legal  basis  for  our  position. 

The  Chairman.  You  will  make  that  available  for  the  record? 

Mr.  Cohen.  I  will  out  that  in  the  record. 

The  Chairman.  Without  objection,  that  will  be  included  at  this 
point  in  the  record. 
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(The  following  letters  were  received  by  the  committee :) 

Dawson,  Griffin,  Pickens  &  Riddell, 

Attorneys  at  Law, 
Washington,  D.C.,  January  16, 1961. 

Hon.  John  Gardner, 

Secretary,  Department  of  Health,  Education,  and  Welfare, 
Washington,  D.C. 

My  Dear  Mr.  Secretary:  I  am  writing  you  on  behalf  of,  and  as  General 
Counsel  of,  the  American  Nursing  Home  Association  in  connection  with  the  Regu- 
lations issued  by  your  Department  under  Title  XIX  of  the  Social  Security  Act,  as 
amended  (Public  Law  89-97).  These  Regulations  are  commonly  referred  to  as 
Supplement  D  (Handbook  of  Public  Assistance  Administration)  and  were  issued 
June  17,  1966. 

While  they  purport  to  be  instructions  to  the  Welfare  Commissioners  of  the 
various  states  (or  other  agency  designated  pursuant  to  Title  XIX  by  the  Gov- 
ernor as  the  Agency  responsible  for  the  development  and  administration  of  the 
"State  Plan")  they  are  nothing  more  or  less  than  detailed  regulations  and  stand- 
ards for  nursing  homes  which  wish  to  participate  in  Title  XIX.  In  fact,  the 
Commissioner  of  the  Bureau  of  Family  Services  and  other  representatives  of 
your  department  have  taken  the  position  that  they  are  nursing  home  regulations. 

The  Department  at  D-5141,  p.  2,  purports  to  define  a  "skilled  nursing  home"  as 
follows : 

"4.1  Skilled  Nursing  Home 

A  'skilled  nursing  home'  is  defined  as  a  facility,  or  a  distinct  part  of  a  facility, 
which  (a)  is  licensed,  or  formally  approved,  as  a  nursing  home  by  an  officially 
designated  State  standard-setting  authority  and,  effective  January  1,  1967,  (b) 
is  qualified  to  participate  as  an  extended  care  facility  under  Title  XVIII  of  the 
Social  Security  Act;  or  is  determined  currently  to  meet  the  requirements  for 
such  participation;  except  that  clause  (b)  shall  not  become  effective  until 
January  1,  1968  with  respect  to  facilities  which  do  not  currently  meet  the  re- 
quirements of  clause  (b)  but  which  show  reasonable  expectation  of  meeting  the 
requirements  of  clause  (b)  by  January  1, 1968." 

In  using  part  (b)  above  as  a  device  or  vehicle,  specifically,  requiring  com- 
pliance with  conditions  of  participation  under  Title  XVIII,  your  department  has 
undertaken  to  write  detailed  regulations  for  Title  XIX  and  in  doing  so  has 
usurped  the  authority  Congress  specifically  stated  should  be  left  to  the  states  in 
formulating  "state  plans." 

The  term  "nursing  home  service"  has  been  in  the  Social  Security  Act  since 
1960  (Public  Law  86-778)  and  has  been  re-enacted  by  the  Congress  several 
times.  The  Department  of  Health,  Education  and  Welfare  has  never  seized 
on  it  as  providing  any  authority  to  establish  standards  of  care  in  nursing  homes. 
Congress  defined  "extended  care  services"  and  "extended  care  facility"  in  great 
detail  in  subsections  1861(h)  and  (j)  of  Title  XVIII,  whereas  the  term  "nursing 
home  service"  remained  unchanged.  If  Congress  had  wanted  a  "skilled  nursing 
home"  under  Title  XIX  to  be  the  same  as  an  'extended  care  facility"  under  Title 
XVIII  it  would  have  so  provided.  Although  Title  XIX  is  a  new  title,  the  specific 
language  found  therein  is  the  same  language  previously  found  in  the  various 
prior  Titles.  Thus,  in  effect,  what  the  Congress  has  done  is  to  re-enact  this 
language  several  times  without  changing  the  term  "skilled  nursing  home  service" 
nor  at  any  time  during  these  reenactments  did  the  Congress  indicate  any  in- 
tention to  change  or  expand  its  meaning.  Likewise  your  department  admin- 
istered the  term  "skilled  nursing  home  service"  through  all  these  reenactments 
without  further  definition.  If  Congress  had  intended  that  your  Department 
be  given  complete  rule  making  authority  under  Title  XIX  as  is  provided  in  Title 
XVIII,  the  Congress  would  have  also  specifically  included  such  authority  in 
Title  XIX.  In  fact,  it  provided  the  very  opposite.  The  Congress  provided  the 
very  opposite  in  such  strong  language  that  it  is  difficult  to  understand  how  the 
Department  could  choose  to  ignore  it. 

Section  1902(a)  (9)  provides  that  "A  State  Plan  for  medical  assistance  must :" 

"provide  for  the  establishment  or  designation  of  a  State  authority  or  author- 
ities which  shall  be  responsible  for  establishing  and  maintaining  standards  for 
private  or  public  institutions  in  which  recipients  of  medical  assistance  under  the 
plan  may  receive  care  or  services." 
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This  provision  clearly  gives  such  authority  to  the  State  and  precludes  its  exer- 
cise by  your  department,  This  section  was  amended  by  the  Senate  Finance 
Committee  and  adopted  as  amended.  Although  the  language  of  this  section  is 
clear  and  unambiguous,  the  Report  of  the  Senate  Finance  Committee  (Calendar 
No.  389,  89th  Congress,  1st  Session,  Report  404,  part  1,  page  75)  galvanizes 
the  words  in  Section  1902(a)  (9).    It  states  as  follows: 

"The  committee's  bill  would  add  a  requirement  that  the  State  plan  include  a 
description  of  the  standards,  methods,  and  administrative  arrangements  which 
affect  quality  of  medical  care  that  a  State  will  use  in  administering  medical 
assistance.  This  amendment  would  give  no  authority  to  the  Department  of 
Health,  Education  and  Welfare  with  respect  to  the  content  of  such  standards 
and  methods}  In  this  respect  it  is  somewhat  analogous  to  the  requirement, 
which  has  been  in  the  public  assistance  titles  since  1950  and  which  is  included 
in  the  new  Title  XIX,  requiring  States  to  have  an  authority  or  authorities  re- 
sponsible for  establishing  and  maintaining  standards  for  private  or  public  insti- 
tutions in  which  recipients  may  receive  care  or  services." 

The  Report  continues  on  the  next  page  as  follows  : 

"Current  provisions  of  law  requiring  States  to  have  an  agency  or  agencies 
responsible  for  establishing  and  maintaining  standards  for  the  types  of  insti- 
tutions included  under  the  State  plan  have  been  continued  under  the  bill.  Your 
committee  expects  that  these  provisions  will  be  used  to  bring  about  progressive 
improvement  in  the  level  of  institutional  care  and  services  provided  to  recipients 
of  medical  assistance.  Standards  of  care  in  many  medical  institutions  are  not 
now  at  a  satisfactory  level  and  it  is  hoped  that  current  standards  applicable  to 
medical  institutions  will  be  improved  by  the  State's  standard -setting  agency  and 
that  these  standards  will  be  enforced  by  the  appropriate  State  body." 

The  identical  language  is  contained  in  the  Report  of  the  House  Ways  and 
Means  Committee  on  H.R.  6675  (89th  Congress,  1st  Session,  House  Report  No. 
213,  p.  66).  If  regulations  in  regard  to  standards  under  Title  XIX  are  left  to 
the  States  and  your  Department  is  precluded  from  setting  standards,  the  incor- 
poration by  reference  of  standards  tailored  for  an  entirely  different  program 
( Title  XVIII )  does  not  validate  this  otherwise  void  action. 

Of  particular  significance  is  the  fact  that  the  Senate  Finance  Committee  at- 
tempted to  give  you  limited  authority  to  issue  fire  and  safety  regulations  after 
June  30,  1967.  Even  this  failed  to  pass.  That  Committee  added  an  amendment 
( Subsection  19029(B),  Senate  Numbered  Amendment  No.  254)  to  Section  1902(a) 
which  was  as  follows : 

"(B)  provide  that,  after  June  30,  1967,  the  requirements  under  the  standards 
established  and  maintained  by  such  authority  or  authorities  shall  include  any 
requirements  which  may  be  contained  in  standards  established  by  the  Secretary 
relating  to  protection  against  fire  and  other  hazards  to  the  health  and  safety 
of  individuals  in  such  private  or  public  institutions  ;  *  *  *". 

The  Senate  Finance  Committee  Report  has  the  following  to  say  in  regard  to 
this  amendment  : 

"The  committee  also  added  an  amendment  to  require  that,  after  June  30,  1967. 
private  and  public  medical  institutions  must  meet  standards  (which  may  be  in 
addition  to  the  standards  prescribed  by  the  State)  relating  to  protection  against 
fire  and  other  hazards  to  the  health  and  safety  of  individuals,  which  are  estab- 
lished by  the  Secretary  of  Health,  Education  and  Welfare.  The  committee 
assumes  that  the  standards  prescribed  by  many  States  at  the  present  time  will 
meet  or  exceed  those  prescribed  by  the  Secretary." 

However,  the  Senate-House  Conference  Committee  receded  from  this  amend- 
ment and  the  Senate  adopted  the  Conference  Report  (89th  Congress,  1st  Session, 
House  Report  682 — Senate  Numbered  Amendment  No.  254  at  p.  50-51).  There 
could  be  no  clearer  indication  than  this  that  the  Congress  advisedly  refused  to 
give  you  any  authority  to  set  any  federal  standards  whatsoever  under  Title  XIX. 

Supplement  D  purports  to  set  forth  all  types  of  criteria  for  the  administration 
of  State  plans.  This  field  is  clearly  left  to  the  States.  The  drafters  of  Supple- 
ment D  have  deluded  themselves  by  quoting  parts  of  subsections  of  Title  XIX 
out  of  context  (in  the  Supplement)  which  entirely  distorts  the  meaning  of 
the  Title. 

Such  Section  1902  (a)  (4)  states  that  a  State  plan  must : 

"(4)  provide  such  methods  of  administration  (including  methods  relating  to 
the  establishment  and  maintenance  of  personnel  standards  on  a  merit  basis, 


1  Italic  added  for  emphasis  in  each  instance  herein. 
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except  that  the  Secretary  shall  exercise  no  authority  with  respect  to  the  selec- 
tion, tenure  of  office  and  compensation  of  any  individual  employed  in  accordance 
with  such  methods,  and  including  provisions  for  utilization  of  professional 
medical  personnel  in  the  administration  and,  where  administered  locally,  super- 
vision of  administration  of  the  plan  i  as  are  found  by  the  Secretary  to  be  neces- 
sary for  the  proper  and  efficient  operation  of  the  plan." 

This  subsection  (4)  is  quoted  throughout  Supplement  D  i  See  D-oQOO)  as 
follows  : 

"•(4)  provide  such  methods  of  administration  *  *  *  as  are  found  by  the  Sec- 
retary to  be  necessary  for  the  proper  and  efficient  operation  of  the  plan:  *  *  *". 

The  difference  between  the  original  subsection  i  4  i  and  the  emasculated  ver- 
sion is  considerable.  The  Senate  Finance  Committee  Report  explains  this  sub- 
section as  follows  : 

"The  bill  contain*  a  provision  found  in  the  oth.fr  puMie  assistance  titles  of  the 
Social  Security  Act  that  the  State  plan  must  include  such  methods  of  administra- 
tion as  are  found  by  the  Secretary  to  be  necessary  for  the  proper  and  efficient 
operation  of  the  plan,  with  the  addition  of  the  requirement  that  such  methods 
must  include  provisions  for  utilization  of  professional  medical  personnel  in  the 
administration  of  the  plan.  It  is  important  that  State  utilize  a  sufficient  num- 
ber of  trained  and  qualified  personnel  in  the  administration  of  the  program  in- 
cluding both  medical  and  other  professional  staff." 

The  entire  scheme  of  Title  XIX  is  to  define  specifically  and  to  limit  sharply 
your  powers  to  issue  regulations  implementing  that  Title.  The  Congress  was 
very  solicitous  of  the  powers  of  the  states  as  demonstrated  throughout  the  lan- 
guage of  the  Title  as  well  as  the  Senate  and  House  Reports.  Its  scheme  is 
diametrically  opposed  to  that  of  Title  XVIII  in  this  regard. 

Subsection  1902iai  i  22  j  reiterates  and  further  supports  the  intention  of  Con- 
gress that  the  States  and  not  the  Department  of  Health.  Education  and  Welfare 
were  to  fix  standards  for  hospitals  and  nursing  homes,  among  other  agencies. 

That  section  provides  : 

"■(  22  )  include  descriptions  of  A  i  the  kinds  and  numbers  of  professional  medi- 
cal personnel  and  supporting  staff  that  will  be  used  in  the  administration  of  the 
plan  and  of  the  responsibilities  they  will  have,  i  B  i  the  standards  for  private  or 
puolic  institutions  in  which  recipients  of  medical  assistance  under  the  plan  may 
receive  care  or  services,  that  will  oe  utilized  oy  the  State  authority  or  authorities 
responsible  for  establishing  and  maintaining  such  standards,  i  C)  the  coopera- 
tive arrangements  with  State  health  agencies  and  State  vocational  rehabilita- 
tion agencies  entered  into  with  a  view  to  maximum  utilization  of  and  coordina- 
tion of  the  provision  of  medical  assistance  with  the  services  administered  or 
supervised  by  such  agencies,  and  i  D  i  other  standards  and  methods  that  the  State 
will  use  to  assure  that  medical  or  remedial  care  and  service's  provided  to  recipi- 
ents of  medical  assistance  are  of  high,  quality." 

The  report  of  the  Senate  Special  Committee  on  Aging  i  S9th  Congress.  2d  Ses- 
sion. Report  Xo.  1073 — Development  in  Aging.  1965  i  states  on  page  4.  footnote  1. 
that  "An  extended  care  facility  is  one  which  provides  post  acute  convalescent 
care  immediately  following  hospitalization.  The  term  "extended  care  facility" 
should  not  be  considered  as  referring  to  nursing  homes  in  general."  Subsec- 
tion 1902(a)  1 21 )  provides  that  if  the  State  Plan  includes  medical  assistance 
for  those  over  65  years  of  age  in  public  institutions  for  mental  diseases,  it  must 
show  that  the  state  is  making  satisfactory  progress  toward  developing  and  im- 
plementing a  comprehensive  mental  health  program  including  the  utilization  of 
"Community  mental  health  centers,  nursing  homes  and  other  alternatives  to  care 
in  public  institutions  for  mental  diseases,"  I  call  your  attention  to  the  use  of 
the  word  •"nursing  home"  and  the  absence  of  the  use  of  the  word  "extended  care 
facility." 

A  1961  survey  by  the  Public  Health  Service  entitled  "Characteristics  of  Xursing 
Homes  and  Related  Facilities"  states  on  page  18  as  follows : 

"The  term  'nursing  home'  has  a  rather  general  connotation  in  the  licensure 
laws  of  many  States.  Depending  on  the  licensure  designation  in  the  various 
States,  nursing  homes  may  provide  comprehensive  nursing  care,  limited  nursing 
care,  or  simply  residential  care.  However,  the  majority  of  the  11,251  nursing 
or  convalescent  homes  reported  in  the  study  provide  skilled  nursing  care  as  their 
primary  function  i  see  table  5  i.  About  one-sixth  of  the  facilities  (16.8  percent  i 
have  personal  care  as  their  primary  function.  Only  127  'nursing  home'  facilities 
were  reported  as  primarily  residential  in  nature. 
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Table  5. — Type  of  care  provided  in  nursing  home,  1961 1 


Primary  type  of  care  provided 

Homes 

Beds 

Number 

Percent 

Number 

Percent 

Total  reported    

11,251 

100.0 

353, 285 

100.0 

Skilled  nursing  care    

9,  235 
539 

1,350 
54 
73 

82.1 
4.8 

12.0 
.5 
.6 

304, 863 
18,  539 
25, 337 
3, 139 
1,407 

86.3 
5.2 
7.2 
.9 
.4 

Personal  care  with  skilled  nursing.  _ 

Personal  care  without  skilled  nursing  

Residential  care  with  skilled  nursing   =. 

Residential  care  without  skilled  nursing  

i  Excludes  nursing  home  units  in  hospitals.  See  also  "A  Comparative  Study  of  40  Nursing  Homes 
(their  design  and  use)  Public  Health  Service  Publication  930-0-17  (1965)  pp.  4  and  5. 


Under  the  guise  of  issuing  regulations,  your  representatives  in  Supplement  D 
purport  to  outlaw  all  supplementation  or  supplementary  payments  to  nursing 
homes  in  any  form  within  one  year.  One-third  to  one-half  of  the  States  allow 
supplementary  payments  by  the  family  or  friends  in  some  form.  In  states  where 
state  welfare  payments  are  $100  to  $150  a  month — without  supplementary  pay- 
ments the  better  nursing  homes  could  not  afford  to  take  welfare  patients.  We 
were  told  by  your  representatives  that  since  every  state  legislature  would  meet 
in  1967,  this  provision  was  to  serve  notice  on  state  legislatures  in  states  having 
low  payments  that  they  have  to  raise  their  welfare  payments  this  year  since 
supplementary  payments  would  be  outlawed  after  January  1, 1968. 

These  people  know  not  what  they  propose.  Congress  held  no  hearings  on 
outlawing  supplementation.  Neither  the  Senate  nor  House  committees  con- 
cerned made  any  proposal  touching  on  supplementation.  Congress  did  outlaw 
family  responsibility  laws  and  similar  practices.  It  had  ample  opportunity  to 
outlaw  supplementation.  Had  it  done  so,  I  am  certain  it  would  have  not  taken 
the  seemingly  cavalier  and  calloused  attitude  which  your  representatives  appar- 
ently have.  They  have  made  no  provision  for  the  patient  or  the  nursing  home 
in  the  event  the  State  Legislature  does  not  raise  its  state  welfare  rates.  If  these 
invalid  regulations  remain  in  force,  many  welfare  patients  will  go  without 
nursing  home  care  and  many  nursing  homes  will  deteriorate  or  cease  to  operate. 
Your  representatives  have  attempted  by  regulation  to  legislate  in  a  field  from 
which  Congress  intentionally  excluded  them  and  made  no  attempt  to  legislate 
itself. 

Representatives  of  the  American  Nursing  Home  Association  have  discussed 
with  representatives  of  your  Department  in  great  detail  the  lack  of  authority 
for  what  the  Department  has  done.  We  have  attempted  to  cooperate  in  every 
way  all  without  avail. 

We  wish  to  give  you  an  opportunity  to  rescind  Supplement  D  before  taking 
further  action.  However,  if  Supplement  D  is  not  rescinded  in  the  immediate 
future  or  its  effective  date  not  suspended  indefinitely,  we  will  be  required  to 
comply  with  the  mandate  of  the  Association  and  commence  appropriate  action 
in  the  United  States  District  Court  to  enjoin  permanently  the  enforcement  of 
Supplement  D  or  any  part  thereof. 
Respectfully  yours, 

John  K.  Pickens. 

General  Counsel,  American  Nursing  Home  Association. 


Department  of  Health,  Education,  and  Welfare, 

February  25, 1967. 

Mr.  John  K.  Pickens, 

General  Counsel,  American  Nursery  Home  Association, 
Washington  Building,  Washington,  B.C. 

Dear  Mr.  Pickens  :  This  is  in  further  reply  to  your  thoughtful  letter  of  Janu- 
ary 16,  1967,  regarding  the  definition  of  "skilled  nursing  home"  for  purposes  of 
State  medical  assistance  programs  under  title  XIX  of  the  Social  Security  Act. 

As  was  indicated  in  our  discussion  on  February  2  with  you  and  officials  of  the 
American  Nursing  Home  Association,  we  are  giving  further  study  to  the  qualifica- 
tions which  skilled  nursing  homes  must  have  in  order  to  participate  in  programs 
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under  title  XIX,  and  we  will  be  in  touch  with  you  and  the  Association  in  the  very 
near  future.  In  response  to  your  letter,  however,  we  would  like  to  make  known 
our  views  that  the  Department  has  clear  legal  authority  to  establish  a  definition 
of  "skilled  nursing  home,"  and  that  the  issues  you  have  raised  are  largely  matters 
of  policy — which  we  are  considering — and  not  of  law. 

To  begin,  section  1905(a)  of  the  Social  Security  Act  deals  with  the  term 
"medical  assistance,"  and  sets  forth  15  types  of  care  and  services  which  are 
included  in  that  term.  The  fourth  item  is  "skilled  nursing  home"  services. 
It  seems  clear  as  a  matter  of  legal  principles — and  apparently  you  agreed  at  the 
meeting  on  February  2 — that,  when  such  terms  appear  in  a  Federal  statute  with- 
out further  elaboration,  the  Federal  officials  charged  with  administration  of  the 
law  have  the  authority  and  responsibility  for  interpreting  and  explaining  the 
meaning  to  be  give  into  the  bare  words  of  the  statute  in  the  light  of  the  statutory 
purposes. 

In  using  the  words  "skilled  nursing  home,"  the  Congress  obviously  was  not 
referring  to  the  full  range  of  institutions  which  are  licensed  or  otherwise  regarded 
as  nursing  homes.  Moreover,  these  words  must  be  related  to  the  objective  of 
title  XIX  to  assure  services  of  high  quality.  Certainly,  all  facilities  which  are 
primarily  of  a  domiciliary  nature  must  be  excluded  from  the  medical  assistance 
program,  and  only  those  medical  institutions  which  provide  skilled  nursing  serv- 
ices can  be  included  as  skilled  nursing  homes. 

A  Federal  definition  must  be  applicable  nationwide.  It  cannot  call  for  good 
care  in  one  State  and  deficient  care  in  another.  The  Department  is  not  obliged 
to  accept  each  State's  definition  and  thus  be  bound  to  the  least  common 
denominator. 

The  term,  "medical  assistance  for  the  aged,"  in  titles  I  and  XVI  (section  6(b) 
and  1605(b)  of  the  Social  Security  Act)  includes  "skilled  nursing-home  services," 
but  then  includes  as  a  final  catch-all,  "any  other  medical  care  or  remedial  care 
recognized  under  State  law."  There  was  little  point  in  developing  a  limiting 
Federal  definition  of  skilled  nursing  home  services  under  these  titles, — although 
there  was  authority  to  do  so, — since  the  State  would  still  be  free  to  include  nurs- 
ing home  services  of  lesser  quality  if  recognized  under  State  law.  By  contrast, 
the  definition  of  "medical  assistance"  under  title  XIX  of  the  Social  Security  Act 
sets  forth  various  items  of  medical  care,  including  "skilled  nursing  home  serv- 
ices," and  then  includes  as  the  catch-all  "any  other  medical  care,  and  any  other 
type  of  remedial  care  recognized  under  State  law,  specified  by  the  Secretary." 
(Section  1905(a)  (15)  of  the  Social  Security  Act.)  Thus,  it  became  clear  that 
in  furtherance  of  the  statutory  objective  of  high  quality  care  the  Secretary  was 
not  expected  to  accept  medical  care  for  matching  under  title  XIX  merely  because 
it  was  recognized  under  State  law.  This  in  turn  made  it  meaningful  for  the 
Federal  officials  to  define  the  various  types  of  care  specifically  set  forth  in  the 
definition  of  "medical  assistance."  In  short,  the  statutory  pattern  and  purposes 
of  title  XIX  are  different  in  significant  respects  from  those  of  titles  I  and  XVI. 
with  the  result  that  the  words  "skilled  nursing  home"  as  they  appear  in  title 
XIX  require  definition,  as  the  same  words  in  the  other  titles  do  not. 

Skilled  nursing  home  services  are  one  of  the  five  kinds  of  services  that,  effec- 
tive July  1,  1967,  must  be  included  under  State  medical  assistance  plans.  (  Sec- 
tion 1902(a)  (13)  (A)  of  the  Act.)  This  gives  added  reason  for  Federal  defini- 
tion of  the  term.  The  inclusion  of  these  services  reflects  in  part  the  relation- 
ship between  title  XIX  and  title  XVIII  of  the  Social  Security  Act,  which  were 
enacted  together.  When  payments  for  extended  care  services  under  title  XVIII 
cease  after  100  days  but  need  for  such  care  continues,  and  the  patient  must  then 
look  to  title  XIX  for  payment,  it  is  important  that  the  latter  program  include 
sufficient  facilities  offering  the  skilled  nursing  services  that  are  required. 

You  point  out  that  title  XVIII  contains  a  detailed  definition  of  "extended  care 
facility."  (Section  1861  (j).)  The  use  of  the  unelaborated  term  "skilled  nurs- 
ing home"  in  title  XIX  commits  much  greater  discretion  to  the  Federal  adminis- 
trators. They  are  not  required  to  use  for  title  XIX  the  definition  of  "extended 
care  facility"  used  in  title  XVIII,  but  neither  are  they  precluded  from  doing  so. 
Insofar  as  the  title  XVIII  definition  describes  a  skilled  nursing  home,  it  affords 
an  appropriate  base  on  which  to  build  the  title  XIX  definition. 

Your  letter  refers  to  several  of  the  requirements  for  State  plans  for  medical 
assistance,  including  section  1902(a)(9),  dealing  with  standard  setting;  section 
1902(a)  (4),  dealing  with  methods  of  administration;  and  section  1902(a)  (22), 
dealing  with  the  description  of  the  standards  for  institutions  in  which  recipients 
of  medical  assistance  may  receive  care,  and  the  description  of  other  standards 
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and  methods  that  the  State  will  use  to  assure  that  medical  or  remedial  care  and 
services  provided  to  recipients  of  medical  assistance  are  of  high  quality.  While 
these  provisions  are  pertinent  to  some  extent  to  the  questions  you  raise  since 
they  reinforce  the  Congressional  emphasis  on  the  high  quality  of  services  under 
title  XIX,  they  are  not  directly  relevant.  They  prescribe  conditions  for  the 
acceptability  of  the  entire  plan.  They  do  not  govern  the  definition  of  "medical 
assistance"  for  purposes  of  Federal  matching. 

There  is  considerable  overlap  among  the  various  provisions.  The  plan  re- 
quirement on  standard-setting,  for  example,  covers  all  institutions  of  the  types 
in  which  medical  assistance  may  be  received  ;  the  State  authorities  set  the  stand- 
ards, issue  licenses,  and  take  such  administrative  and  judicial  action  as  may  be 
necessary  to  maintain  the  standards ;  if  the  State  does  not  accept  or  carry  out 
its  responsibilities,  the  only  Federal  sanction  is  to  withdraw  Federal  support 
entirely  from  the  State  plan  or  the  affected  part  of  the  State  plan.  The  meaning 
of  "skilled  nursing  home",  on  the  other  hand,  is  subject  to  Federal  definition, 
which  is  applicable,  facility-by-facility,  to  those  homes  to  which  payments  are 
actually  made  under  the  plan ;  if  the  Federal  definition  is  not  met,  Federal 
financial  participation  is  not  available  in  the  payments  to  the  particular  facility. 
The  Congress  has  thus  provided  separate,  interrelated  spheres  for  State  action 
and  for  Federal  action,  designed  to  reinforce  each  other  in  furtherance  of  the 
overall  purpose  of  good  care  for  recipients  of  medical  assistance  under  the  plan. 

In  summary,  we  believe  that  there  is  ample  legal  authority  for  a  Federal  defi- 
nition of  "skilled  nursing  home".  We  also  recognize  that  there  are  problems 
regarding  the  availability  of  sufficient  nursing  homes  of  high  quality  to  serve  the 
needs  of  potential  recipients  of  medical  assistance  under  title  XIX.  We  shall 
write  soon  regarding  our  program  policies  on  this  subject. 
Sincerely  yours, 

Wilbur  J.  Cohen, 

Under  Secretary. 

Mr.  Herlong.  In  our  bill,  as  I  recall  it,  we  definitely  rejected  defi- 
nition of  skilled  nursing  home,  didn't  we  ? 

Mr.  Cohen.  Well,  you  didn't  write  out  what  the  definition  of  a 
skilled  nursing  home  is,  but  the  committee  wrote  in  the  law  "skilled 
nursing  home  care,"  and  our  position  is  that  obviously  Congress  meant 
something  by  the  word  "skilled"  that  was  different  than  

Mr.  Herlong.  You  proposed  the  definition  at  the  time  of  skilled 
nursing  home,  did  you  not  ? 

Mr.  Cohen.  With  respect  to  title  XIX. 

Mr.  Herlong.  Yes,  sir.  You  proposed  the  definition,  and  we  turned 
it  down  in  1964. 

Mr.  Cohen.  I  do  know  that  after  discussion  in  the  executive  session 
in  the  committee  you  did  not  include  any  real  definitions  of  any  of  the 
terms,  but  continued  to  use  the  words  "skilled  nursing  home  care."  My 
only  position  is  that  these  words  must  be  given  some  meaning  as  dis- 
tinct from  just  nursing  home  care,  or  domiciliary  care.  I  might  say 
that,  if  you  recall,  I  don't  know  any  other  issue  that  was  given  as  exten- 
sive discussion  in  the  executive  sessions  as  the  whole  problem  of  financ- 
ing of  nursing  home  care.  And  I  think,  in  part,  our  position  with  re- 
gard to  defining  this  is  that  if  we  do  not,  the  cost  to  the  Federal  Gov- 
ernment of  paying  for  any  type  of  care,  whether  it  is  domiciliary,  or 
unskilled,  or  skilled,  would  be  much  greater.  We  are  attempting  to 
execute  our  responsibility  under  title  XIX,  keeping  in  mind  the  com- 
mittee's injunction  also  about  the  costs  of  title  XIX. 

Mr.  Herlong.  You  have  stated  that  you  are  giving  consideration 
to  making  some  changes  in  the  regulations  at  this  time;  is  that 
correct  ? 

Mr.  Cohen.  Yes,  changes  in  policy.  They  are  not  regulations  in  the 

sense  of  its  policy  

Mr.  Herlong.  That  is  what  I  mean. 
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Mr.  Cohen  (continuing).  For  Federal  participation  under  the 
program. 

( The  following  letter  was  received  by  the  committee : ) 
Policies  Regarding  Skilled  Nursing  Homes 

The  Under  Secretary  of  Health,  Education,  and  Welfare, 

Washington,  D.C.,  March  4,  1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Ways  and  Means  Committee, 

House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman  :  During  the  hearings  on  H.R.  5710,  Congressman  Herlong 
asked  me  questions  concerning  our  policies  with  regard  to  "skilled  nursing 
homes."  I  stated  that  we  had  been  reexamining  this  matter  and  had  prepared  a 
revision  of  our  earlier  definition. 

The  revised  definition  of  a  "skilled  nursing  home"  under  title  XIX,  section 
1905(a),  specifies  that  the  home  is  one  which  meets  all  the  requirements  of 
State  and  local  law  and  regulation  and  which  meets  basic  minimum  require- 
ments for  high  quality  skilled  nursing  home  care.  Under  the  definition,  institu- 
tions do  not  have  to  meet  all  the  conditions  for  approval  as  extended  care  facil- 
ities under  title  XVIII  of  the  Social  Security  Act.  However,  any  institution 
which  qualifies  under  title  XVIII  would  qualify  as  a  skilled  nursing  home. 

The  nursing  service  must  be  directed  by  a  registered  professional  nurse  who 
is  employed  full  time  in  the  facility.  At  all  times  there  is  a  registered  profes- 
sional nurse,  or  a  licensed  practical  nurse,  in  charge  of  the  nursing  service.  We 
have  recognized  the  problem  which  many  States  face  in  securing  adequate  quali- 
fied staff  to  serve  in  nursing  facilities.  Accordingly,  our  definition  permits  the 
use  of  licensed  practical  nurses  as  charge  nurses  even  though  they  are  not  grad- 
uates of  an  approved  school  if,  on  July  1,  1967,  they  are  successfully  discharg- 
ing the  responsibilities  of  a  charge  nurse  and  if  they  complete  training  satisfac- 
tory to  the  appropriate  State  licensing  authority. 

The  definition  is  effective  immediately  but  in  recognition  of  the  practical 
problems  in  some  States,  particularly  in  the  area  of  adequate  numbers  of  quali- 
fied nursing  personnel,  a  State  may  get  Federal  financial  participation  during 
an  interim  period  for  expenditures  in  facilities  which  do  not  currently  meet  all 
of  the  requirements  of  the  definition,  provided  they  are  licensed  by  the  appro- 
priate State  authority.  Under  this  provision  States  would  need  to  determine 
as  of  January  1,  1968,  that  any  institution  being  used  which  does  not  fully  meet 
the  definition  of  skilled  nursing  home  has  a  plan  which  offers  a  reasonable  ex- 
pectation of  meeting  it  in  full  not  later  than  January  1,  1969.  This  means  that 
licensed  practical  nurses  who  are  employed  as  charge  nurses  and  who  are  not 
graduates  of  an  approved  school  could  have  until  January  1,  1969,  to  complete 
the  required  training  satisfactory  to  the  appropriate  State  agency. 

The  full  revised  definition  of  "skilled  nursing  home"  is  attached.    We  believe 
it  is  an  appropriate  definition  in  the  light  of  prevailing  conditions. 
Sincerely  yours, 

Wilbur  J.  Cohen, 

Under  Secretary. 


Handbook  of  Public  Assistance  Administration 
supplement  d 

(Revised  Sections  D-5141.4.1  and  D-5130.2.d  Relating  to  Skilled  Nursing  Home 

Services ) 

The  definition  of  a  "skilled  nursing  home"  is  revised  to  read  as  follows : 
D-5141,  item  4.1  A  "skilled  nursing  home"  is  defined  as  a  facility,  or  a  distinct 
part  of  a  facility,  which  meets  the  following  conditions  : 

a.  The  facility  is  constructed,  equipped,  maintained,  and  operated  in  com- 
pliance with  all  applicable  State  and  local  laws  and  regulations  affecting 
the  health  and  safety  of  the  patients  and  their  protection  against  the  hazards 
of  fire  and  other  disasters,  and  there  is  a  written,  rehearsed  disaster  plan. 

b.  The  administrator  is  qualified  by  training  and  experience  for  successful 
operation  of  a  nursing  home  and  has  the  nece'ssary  authority  and  responsi- 
bility for  management  of  the  facility. 
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c.  The  facility  employs  staff  sufficient  in  number  and  qualifications  to  meet 
the  requirements  of  the  patients  accepted  for  care  or  remaining  in  the  fa- 
cility for  care. 

d.  Food  is  prepared  an  served  under  competent  direction,  at  regular  and 
appropriate  times.  Professional  consultation  is  available  to  assure  good 
nutritional  standards  and  that  the  dietary  needs  of  the  patients  are  met. 

e.  Patient  care  is  provided  in  accordance  with  written  policies  formulated 
with  the  advice  of  one  or  more  physicians  and  one  or  more  registered  pro- 
fessional nurses. 

f.  Constructive  care  directed  toward  restoring  and  maintaining  each 
patient  at  his  best  possible  functional  level  is  provided,  including  activities  de- 
signed to  encourage  self-care  and  independence  provided  as  a  part  of  the 
patients'  treatment  program. 

g.  Patients  in  need  of  skilled  nursing  care  are  admitted  to  the  facility  only 
upon  recommendation  by  a  physician ;  the  care  of  such  patients  is  continu- 
ously under  the  supervision  of  a  physician;  and  the  facility  maintains  ar- 
rangements that  assure  that  the  services  of  a  physician  who  can  act  in  case 
of  emergency  are  continuously  available. 

h.  The  facility  provides  24-hour  nursing  services  in  quality  and  amount  to 
meet  the  needs  of  the  patients  who  are  admitted  to,  and  remain  in,  the  fa- 
cility. The  nursing  service  is  directed  by  a  registered,  professional  nurse 
who  is  employed  full  time  in  the  facility  and  is  responsible  for  the  total 
nursing  service.  At  all  times,  there  is  a  registered  professional  nurse,  or  a 
licensed  practical  nurse  who  is  a  graduate  of  a  State  approved  school  of 
practical  nursing,  in  charge  of  the  nursing  service  except  that,  in  those 
instances  in  which  a  licensed  practical  nurse  who  is  not  a  graduate  of  an 
approved  school  was  successfully  discharging  the  responsibilities  of  a  charge 
nurse  on  July  1,  1967,  such  nurse  may  be  employed  in  this  capacity,  only  if 
she  has  completed  training  satisfactory  to  the  appropriate  State  licensing 
authority. 

i.  All  drugs  and  medications  are  prescribed,  handled,  stored,  and  admin- 
istered in  accordance  with  accepted  professional  practices. 

j.  An  individual  record  is  maintained  for  each  patient  covering  his  medical, 
nursing  and  related  care  in  accordance  with  accepted  professional  standards. 

k.  Effective  arrangements  are  maintained  through  which  services  required 
by  the  patients  but  not  regularly  provided  within  the  facility,  can  be  ob- 
tained promptly  when  needed.  This  includes  laboratory,  x-ray  and  other 
diagnostic  services,  and  regular  and  emergency  dental  care.  It  includes, 
also,  provisions  for  recognition  of  need  for  social  services  and  for  prompt 
reporting  of  such  need  to  the  local  welfare  department  or  other  appropriate 
source. 

1.  The  facility  is  licensed  or  formally  approved  as  a  nursing  home  by  an 
officially  designated  State  standard-setting  authority. 
Any  facility  that  is  a  participating  provider  of  extended  care  under  title  XVIII 
of  the  Social  Security  Act  may  be  assumed,  ipso  facto,  to  qualify  as  a  "skilled 
nursing  home." 

For  an  interim  period  until  January  1,  1969,  the  term  medical  assistance  in 
section  1905(a)  includes  services  in  a  facility  or  a  distinct  part  of  a  facility 
which  is  licensed  or  formally  approved  as  a  nursing  home  by  an  officially  desig- 
nated State  standard-getting  authority  and  which  effective  January  1,  1968,  has 
a  plan  which  the  State  agency  determines  offers  a  reasonable  expectation  that 
the  facility  will  meet  the  definition  of  skilled  nursing  home  not  later  than 
January  1, 1969. 

Paragraph  2.d.  of  Section  D-5130,  Criteria  for  the  Administration  of  the  Plan, 
is  revised  to  read  as  follows  : 

d.  Long-term  care  of  patients  in  medical  institutions  is  provided  in  ac- 
cordance with  procedures  and  practices  that  include  the  following  : 

(1)  Care  is  authorized  only  on  recommendation  by  a  physician  and 
after  joint  consideration  by  the  physician  and  the  social  worker  of  the 
pertinent  medical  and  social  factors,  including  consideration  of  alterna- 
tive arrangements  for  the  patient's  care. 

(2)  There  is  a  medical-social  plan  for  each  patient  which  includes 
consideration  of  alternate  types  of  care  and  which  is  reassessed  period- 
ically. 

(3)  In  making  placements,  the  record  is  precise  as  to  the  medical 
reason  for  admission.  It  shows  what  alternative  methods,  such  as 
family  care  home,  social  care  institution,  home  health  aide,  homemaker, 
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etc.,  have  been  considered  by  the  admitting  physician  and  the  caseworker 
and  specifies  the  medical-social  plan  of  treatment  for  the  individual. 

(4)  Each  patient  is  under  the  care  of  a  physician  who  has  respon- 
sibility for  continued  medical  care  and  planning  for  that  patient,  and 
who  visits  him  at  least  once  a  month. 

(5)  There  is  a  periodic  review  of  the  care,  treatment  and  plan  for  each 
patient  by  a  physician,  nurse  and  social  worker,  acting  as  a  team. 

(6)  In  addition  to  the  clinical  record  maintained  by  the  facility,  there 
is  a  continuing  case  record  in  the  agency  including  the  items  specified 
above  and 

a.  regular  notes  of  agency  contacts  with  the  patient,  with  his 
relatives,  with  the  physician,  and  with  the  nursing  home ; 

b.  notations  regarding  the  patient's  progress ; 

c.  information  regarding  problems  that  have  arisen  related  to  his 
care  and  action  taken  with  respect  to  them. 

(7)  Arrangements  are  made  with  the  State  standard-setting  authority 
to  certify  to  the  State  title  XIX  agency  whether  facilities  qualify  under 
the  definition  of  skilled  nursing  home  set  forth  in  D-5141. 

Mr.  Herlong.  Let  me  get  along.  We  can  pursue  this  all  day  and 
there  is  no  need  for  us  to  do  that.   Let  me  get  along  another  line  here. 

The  provision  in  section  202  of  the  bill  as  I  read  the  section-by-sec- 
tion analysis  requires  the  State  to  meet  its  full  need  as  stated  in  the 
State  plan. 

Now,  would  this  provision  penalize  those  States  that  have  set  high 
standards  which  they  haven't  been  able  to  reach,  as  compared  to  those 
that  have  set  low  standards  which  they  have  reached? 

Mr.  Cohen.  Well,  in  the  sense  that  you  use  the  word  "penalize" 
I  suppose  I  would  have  to  say  yes,  but  each  State  up  until  now  has 
had  the  responsibility  of  denning  a  standard.  That  has  been  the 
whole  basis  of  the  State-Federal  program,  and  our  position  is  simply 
that  it  is  both  reasonable  and  logical  to  expect  the  State  which  selected 
those  standards  to  carry  them  out. 

Mr.  Herlong.  Under  section  206,  your  analysis  of  the  bill  says 
that— 

The  Secretary  would  be  authorized  to  make  grants  totaling  not  more  than  $60 
million  each  year,  for  the  fiscal  years  ending  June  30,  1970,  and  June  30,  1971,  to 
assi,st  the  States  in  meeting  the  costs  of  other  requirements  imposed  by  these 
amendments. 

Is  this  for  this  purpose? 
Mr.  Cohen.  Yes,  sir. 

Mr.  Herlong.  Then  how  is  it  going  to  be  administered  and  how 
is  it  going  to  be  handled  ?  There  is  nothing  in  the  bill  to  let  us  know 
just  how  you  expect  to  handle  it. 

Mr.  Cohen.  Well,  there  are  really  three  aspects  of  the  problem,  Mr. 
Herlong,  as  I  see  it.  One,  of  course,  is  a  matter  of  policy — the  ques- 
tion whether  a  State  setting  its  own  standards  ought  to  comply  with 
those  standards  and  carry  them  out. 

Secondly,  as  was  pointed  out  yesterday,  the  increase  in  the  social 
security  benefits  in  this  bill  does  serve  to  reduce  the  State's  liability 
under  its  public  assistance  programs. 

Some  200,000  aged  persons  may  be  withdrawn  from  the  old-age 
assistance  rolls  because  of  the  higher  social  security  payments  and 
several  hundred  thousand  of  other  individuals  will  have  their  assist- 
ance payments  reduced. 

This  will  release  to  the  States  a  substantial  amountof  Federal,  State 
and  local  money  which  they  may  use  then  to  meet  their  assistance 
standards. 

75-833  O — 67  24 
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Thirdly,  recognizing  that  there  are  some  States  which  have  very, 
very  low  incomes  and  very  high  effort  as  measured  in  relation  to  their 
per  capita  income,  this  provision  that  you  mentioned  would  help 
them,  in  conjunction  with  the  release  of  the  social  security  funds,  to 
bring  them  up  to  100  percent  of  need. 

Mr.  Herlong.  When  we  get  into  executive  session  I  would  like  to 
have  some  detailed  discussion  of  just  how  this  is  expected  to  be  used, 
who  is  to  be  helped  and  who  is  not  to  be  helped,  whether  we  are 
going  to  use  this  money  for  the  purpose  of  raising  the  standards  of 
those  who  are  too  low  or  whether  we  are  going  to  help  those  who 
set  high  standards  to  meet  those  standards  so  they  would  not  be 
penalized,  as  I  said  a  moment  ago. 

Mr.  Cohen.  Yes,  we  will  be  prepared.  The  general  objective  is  to 
help  those  States  which  have  a  gap  between  their  standards  and  their 
payments  and  which  have  low  incomes  and  are  making  substantial 
effort  toward  meeting  them  and  cannot  do  so  under  the  present 
formula. 

Mr.  Herlong.  Now,  Mr.  Secretary,  along  another  line,  both  in  the 
statement  made  by  you  on  Wednesday  and  in  this  section-by-section 
analysis  that  you  submitted  we  seem  to  gloss  over  the  fact  that  you 
are  now  recommending  two  new  work-training  programs  for  public 
assistance  receipts. 

I  wonder  if  you  would  go  into  some  detail  concerning  these  pro- 
grams. Why  you  are  proposing  them  ?  What  is  the  relationship  be- 
tween these  programs  and  the  work  experience  programs  funded  by 
the  poverty  program  ? 

Secretary  Gardner.  Mr.  Chairman,  these  programs  carry  forward 
the  thrust  of  the  1962  amendments  toward  greater  stress  on  rehabili- 
tation. In  the  years  since  everything  that  we  have  learned  suggests 
the  value  of  rehabilitation  and  the  importance  of  it  and  it  is  for  this 
reason  that  we  have  introduced  these  new  measures.  I  think  per- 
haps we  would  like  to  ask  Ellen  Winston  to  describe  just  briefly  what 
we  are  proposing. 

Mr.  Herlong.  In  this  same  connection  she  might  discuss  how  many 
Federal  programs  there  are  today  which  finance  work-training  of 
people  and  how  much  money  they  spend  and  how  many  people  are 
getting  trained  already. 

Is  this  not  a  duplication  of  effort  ? 

Dr.  Winston.  We  have  a  number  of  programs  of  course  that  are 
directed  toward  helping  people  achieve  either  skills  for  employment 
for  the  first  time  or  to  improve  their  skills.  The  programs  with  which 
we  have  dealt  have  reached  lower  into  the  unskilled  group  than  any 
other  program.  They  have  been  programs  for  people  that  generally 
could  not  meet  the  entrance  requirements  for  other  programs,  often 
because  of  lack  of  education. 

Often  these  are  people  who  haven't  been  considered  employable 
because  fhey  didn't  have  work  habits  or  they  had  health  problems  or 
other  matters,  so  the  approach  that  we  have  taken  has  been  to  a  group 
that  is  not  touched  generally  by  other  programs. 

It  is  a  group  that  has  to  have  a  great  deal  of  supportive  services 
to  help  not  only  the  individual,  but  his  family  who  have  a  variety  of 
problems  to  bring  them  up  to  the  level  of  where  they  are  eligible  to  go 
into  the  more  advanced  skilled  programs. 
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We  have  been  operating  two  programs  up  to  the  present  time.  We 
have  had  11  States  tinder  section  409,  the  work-training  program. 
Here  we  have  had  States  themselves  setting  up  opportunities  for  peo- 
ple to  get  training,  coming  out  generally  of  the  group  who  get  assist- 
ance due  to  the  unemployment  of  the  father. 

We  have  had  no  matching  up  to  the  present  time  for  materials,  or 
supervision,  or  training,  or  anything  and  it  is  really  remarkable  that 
States  have  done  as  well  as  they  have  done  in  carrying  out  this  type 
of  program. 

The  other  program  which  Ave  have  administered  has  been  the  title 
V  work  experience  program  under  the  Economic  Opportunity  Act. 
There  we  have  had  some  substantial  funding  with  the  funds  appro- 
priated to  the  Office  of  Economic  Opportunity  and  then  allocated  to 
us.  Here  we  have  been  able  to  run  quite  an  intensive  program  where 
normally  we  move  in  first  with  basic  literacy  training  or  perhaps  high 
school  equivalency  and  at  the  same  time  are  meeting  the  problems  of 
the  family. 

It  is  a  sort  of  reconditioning  type  of  program  and  then  we  have 
run  to  actual  experiences  on  the  job  or  to  give  them  a  skill.  Our  most 
recent  figures  indicate  that  in  this  program  about  two-thirds  of  the 
people  who  come  into  that  program  and  stick  with  it  get  jobs  or  move 
into  the  MDTA  training  program,  which  up  to  this  point  has  been 
more  the  higher  education  type  of  program. 

As  people  move  off  of  this  program,  as  thousands  have  done,  into 
employment  they  generally  earn  about  $100  more  a  month  than  the 
grants  they  had  previously  received  under  public  assistance,  so  not 
only  are  we  moving  them  out  of  public  assistance,  but  they  are  also 
enabled  to  increase  their  level  of  living. 

That  of  course  is  the  tangible  result.  There  are  many  intangible 
results. 

Mr.  Heeloxg.  Is  it  your  purpose  to  phase  out  title  V  of  the  Eco- 
nomic Opportunity  Act.  the  work  experience  program?  About  8l(X> 
million  a  year  is  spent  on  that. 

Dr.  WrersTOir.  As  far  as  that  is  concerned,  we  have  less  money  this 
year  than  we  had  the  year  before  and  it  is  a  decreasing  program.  In 
this  new  legislation  there  is  provision  for  much  greater  emphasis  on 
the  actual  work-training  responsibility  being  carried  in  the  Labor 
Department. 

In  essence  what  it  boils  down  to  is  making  work  and  training  avail- 
able in  all  States  so  that  they  must  have  a  program  in  at  least  some 
work  of  the  State.  The  Department  of  Labor  would  determine 
whether  or  not  it  was  able  to  offer  a  work-training  program  in  a  par- 
ticular State. 

If  it  is  able  to  do  so  then  there  would  be  funding  in  which  quite 
literally  we  would  purchase  the  training  services  from  the  Department 
of  Labor.  If  Labor  should  find  that  it  was  not  able  to  provide  such 
services,  then  it  would  be  necessary  under  the  legislation  for  the  State 
welfare  department  to  provide  a  work  and  training  experience. 

Under  either  of  these  approaches  there  would  be  this  reconditioning 
family  centered  activity  which  we  have  found  so  essential  to  help  these 
families  at  the  bottom  of  the  barrel  move  up  into  the  general  stream  of 
the  community. 

Mr.  Herloxg.  Again  we  get  back  to  the  question  of  how  many  Fed- 
eral programs  there  are  in  this  business  of  training  people,  job  train- 
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ing.  If  you  don't  have  the  answers  on  hand  I  would  like  you  to  supply 
for  the  record  information  on  how  much  money  is  being  spent  on  all 
of  these  programs  and  how  many  people  are  being  trained. 

Secretary  Gardner.  Mr.  Herlong,  we  can  supply  that  information 
for  the  record.  I  would  just  underline  something  that  Mrs.  Winston 
said  very  early  and  that  is  that  for  individuals  at  this  economic  level, 
there  is  only  the  work  experience  program  in  these  new  proposals 
which  have  been  worked  out  in  relationship  to  the  Department  of 
Labor  and  will  be  carried  by  the  Department  of  Labor  except  in  those 
instances  where  they  do  not  have  a  program  and  prefer  that  we  do  it. 

(The  following  information  was  received  by  the  committee:) 

Work  Experience  and  Training  Program  Under  Title  V  of  the  Economic 

Opportunity  Act 

Prom  the  inception  of  the  program  through  December  1966,  the  Work  Exper- 
ience and  Training  Program  under  Title  V  of  the  Economic  Opportunity  Act  has 
obligated  $250,462,000.  During  that  same  period  of  time,  about  138,000  trainees 
have  taken  part  in  the  program.  These  trainees,  part  of  the  hard-core  unem- 
ployed and  among  the  most  unskilled  and  untrained  of  the  poverty  strickened, 
are  almost  equally  divided  between  white  and  non-white.  Approximately  30 
percent  had  never  held  a  job  for  six  months  or  more.  Nearly  70  percent  were 
receiving  public  assistance  at  the  time  of  assignment,  with  the  remainder  either 
on  general  assistance  or  with  marginal  family  income.  These  trainees  were 
undereducated  with  less  than  20  percent  having  completed  high  school  at  the 
time  of  assignment  to  Title  V  and  more  than  20  percent  having  not  advanced 
beyond  the  seventh  grade  level. 

At  the  end  of  December  1966,  over  52,000  of  these  138,000  trainees  had  par- 
ticipated in  adult  basic  education,  About  6,600  trainees  had  benefited  from  high 
school  equivalency  courses.  Over  14,600  developed  new  work  skills  or  up-graded 
existing  skills  through  vocational  education. 

Approximately  71,100  trainees  terminated  their  participation  in  the  program, 
of  whom  55,100  either  completed  their  training  or  dropped  out  prior  to  comple- 
tion but  were  in  the  project  a  sufficient  time  for  Title  V  to  have  some  measurable 
influence  on  the  trainees.  Of  these,  23,500,  (about  42  percent)  immediately  found 
gainful  employment  upon  leaving  the  project;  about  3,600  (about  7  percent)  left 
various  projects  to  take  advanced  vocational  instruction,  including  MDTA : 
7,200  (about  13  percent)  completed  their  training  but  did  not  find  jobs  imme- 
diately upon  leaving  projects;  and  20,800  (about  38  percent)  left  the  projects 
or  were  terminated  from  the  program  for  reasons  such  as  educational  or  skill 
limitations,  lack  of  progress,  poor  attendance,  dissatisfaction  with  or  refusal 
of  assignments,  and  misconduct.  A  conservative  estimate  of  the  percentage  of 
trainees  meeting  the  program's  objective  of  improving  employability — through 
employment,  completion  of  Title  V  training,  and  going  into  advanced  education 
training — is  about  62  percent. 

Other  important  benefits  trainees  have  received  in  addition  to  employment  J 
and  educational  achievement  are  ( 1 )  changes  in  outlook  related  to  a  future  break 
in  the  poverty  cycle  (2)  remedial  medical  attention,  and  (3)  strengthening  of 
family  life  as  a  result  of  having  been  in  the  program. 

Community  Work  and  Training  Program  Under  Title  V  of  the 
Social  Security  Act 

Total  assistance  in  the  form  of  money  payments  to  participants  in  community 
work  and  training  programs  under  AFDC  and  to  members  of  their  families 
during  the  period  October  1962-December  1966  amounted  to  $150  million.  Of  this  .1 
total,  $116  million  was  for  work  performed  on  work  and  training  programs. 
Counts  of  participants  in  such  programs  are  reported  only  on  a  monthly  basis 
and  are  not  unduplicated  for  longer  periods  of  time.  For  the  four  calendar 
years  1963-66,  the  average  monthly  number  of  participants  ranged  between  a 
low  of  15,000  in  1966  and  high  of  22,000  in  1965. 

The  "report  to  Congress  on  community  work  and  training  under  title  IV  of 
the  Social  Security  Act,  as  amended  by  section  409"  which  has  been  submitted 
to  this  Committee  includes  substantial  additional  data  and  analysis  regarding 
both  the  community  work  and  training  and  title  V  work  experience  programs. 
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Mr.  Herlong.  In  this  community  work-training  program  you  rec- 
ommended very  substantial  changes.  Actually  you  have  recommended 
two  new  programs,  but  we  still  haven't  received  a  report  that  you  were 
supposed  to  send  us  on  January  1, 1967. 

When  are  we  going  to  get  that  report  ? 

Mr.  Cohen.  I  would  hope  it  would  be  here  today.  The  report  has 
been  completed  a  long  time  ago  and  has  been,  in  accordance  with 
regular  procedure,  transmitted  to  the  President ;  I  had  hoped  that  it 
would  be  here  before  the  hearings  commenced. 

Mr.  Herlong.  In  connection  with  this  community  work-training 
program  I  notice  that  you  have  authority  to  pay  $20  a  week  to  people 
who  are  encouraged  to  take  this  training. 

Is  that  in  addition  to  any  other  moneys  that  they  get  from  unem- 
ployment compensation  and  such  as  that  ? 

Mr.  Cohen.  It  is  the  same  provision  that  is  in  the  Manpower  De- 
velopment and  Training  Act,  this  $20.  It  is  an  incentive  really  to 
take  the  training.  I  would  say  this,  Mr.  Herlong,  at  some  point  I 
would  hope  that  both  title  V  of  the  Economic  Opportunity  Act  and 
section  409  of  the  title  IV  would  no  longer  exist.  I  see  no  need  for 
them  if  we  get  to  a  point  where  the  Manpower  Development  and 
Training  Act  and  other  programs  actually  train  and  take  all  of  the 
people  on  the  welfare  rolls  who  can  be  trained. 

The  problem  that  this  committee  was  confronted  with  in  1962  when 
you  established  the  community  work  and  training  program  was  that 
people  on  the  welfare  rolls  were  always  the  last  to  be  trained  or  to 
have  any  work  opportunity  because  more  skilled  people  always  got 
these  opportunities.  If  you  develop  a  comprehensive  universal  work- 
training  program  in  which  people  on  the  welfare  rolls  have  equal 
opportunity  for  training,  even  with  all  their  difficulties,  then  you  really 
wouldn't  need  either  title  V  or  this  section  either.  But  I  don't  think 
we  are  quite  at  that  point  yet. 

Mr.  Herlong.  The  work  experience  program  didn't  go  through  this 
committee. 

Mr.  Cohen.  Title  V  of  the  Economic  Opportunity  Act  did  not  go 
through  this  committee,  but  title  IV  of  the  Social  Security  Act  that 
you  are  discussing  now;  that  is,  the  community  work-training,  did, 
and  I  think  it  is  fair  to  say  that  with  two  different  committees  with 
perhaps  two  different  objectives  in  mind  there  were  some  complica- 
tions. But  there  is  no  real  overlap  in  terms  of  each  individual,  as  far 
as  this  training  is  concerned. 

Mr.  Burke.  I  wonder  if  Mr.  Herlong  would  yield  for  just  one 
question. 

Mr.  Herlong.  Yes,  sir. 

Mr.  Burke.  Is  your  department  contemplating  any  program  what- 
soever for  the  training  of  nurses?  Do  you  have  any  programs  that 
are  going  to  take  care  of  this  real  crisis  that  we  have  in  the  country 
today  resulting  from  the  shortage  of  nurses  and  nursing  homes  and 
hospitals  ? 

Secretary  Gardner.  Mr.  Burke,  we  have  given  a  great  deal  of 
attention  to  this  problem  and  to  the  training  of  all  other  health  pro- 
fessions, and  I  have  here  Dr.  Philip  Lee  who  has  worked  on  this  very 
recently. 

Dr.  Lee.  Mr.  Burke,  we  have  a  number  of  programs  that  we  are 
currently  supporting,  first  of  all,  under  the  Nurse  Training  Act.  The 
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Bureau  of  Health  Manpower  in  the  Public  Health  Service  admin- 
isters this  program  which  provides  support  for  diploma  schools, 
associate  degree  schools,  which  are  in  junior  colleges,  and  also 
baccalaureate  schools.  That  is  the  fundamental  education  of  the 
nurses.  The  Public  Health  Service  is  cooperating  with  the  Office  of 
Education  under  their  vocational  education  program,  and  with  the 
Department  of  Labor  under  the  MDTA  program  in  the  development 
of  a  national  program  for  the  recruitment  and  refresher  training  of 
nurses.  This  year  we  anticipate  that  30,000  nurses  will  be  returned 
to  the  labor  force  through  these  programs. 

This  is  equal  to  the  output  almost  of  all  the  nursing  schools  in  the 
country.  There  are  about  300,000  licensed  nurses  who  are  not  active  in 
nursing.  That  is  almost  equivalent  to  one-half  the  number  of  nurses 
who  are  in  active  nursing  practice.  Actually  these  licensed,  but  pres- 
ently nonpracticing  nurses  constitute  the  greatest  pool  of  manpower 
available  for  nursing  services.  It  also  provides  a  quicker  means  of 
meeting  some  of  these  shortages. 

One  of  the  recent  developments  that  is  making  this  possible  also  has 
been  the  increase  in  wages  for  the  nurses  in  the  hospitals.  This  has 
proved  a  major  attraction  to  the  nurses. 

In  addition,  and  as  a  result  of  the  medicare  program  particularly, 
home  health  services  are  being  developed  around  the  country.  There 
are  now  about  1,800  home  health  agencies  where  a  few  years  ago  there 
were  only  about  50  of  these.  These  are  providing  employment  for 
nurses,  and  more  importantly,  an  alternative  to  hospital  care  so  that 
people  can  be  provided  services  at  home  in  a  much  less  costly  way  than 
going  to  the  hospital  or  being  confined  in  a  nursing  home  for  long-term 
care. 

We  are  working  with  every  State,  working  with  the  nurses  associa- 
tions, with  other  professional  groups,  to  develop  both  the  recruitment, 
the  refresher  training,  and  the  employment  program. 

Mr.  Burke.  Just  what,  specifically,  are  you  doing  to  assist  those  who 
want  to  go  into  the  nursing  profession,  to  relieve  the  terrific  cost  those 
young  girls  are  faced  with.  I  think  this  is  your  big  problem  right 
here.  All  these  other  programs  are  nice  and  all  that,  but  I  think  you 
really  hit  the  hard  core  of  the  problem  by  bringing  about  some  type 
of  relief  for  these  people  that  have  to  go  through  these  years  of 
training  and  schooling — to  cut  the  cost  for  those  people. 

Dr.  Lee.  I  think  that  the  major  amount  now  of  Federal  support 
for  these  programs,  in  addition  to  the  direct  aid  to  the  schools,  there 
are  traineeships  for  people  who  are  going  to  become  teachers  and 
there  are  scholarships  and  loans  in  addition.  Many  of  the  junior 
colleges  and  some  of  the  other  nursing  schools  do  not  charge  tuition. 

Also,  of  course,  if  a  nurse  needs  a  loan  she  will  be  in  a  much  better 
economic  position  to  repay  the  loan  than  in  previous  years. 

Mr.  Burke.  I  think  those  programs  are  all  nice  and  everything,  but 
I  don't  think  that  you  are  really  meeting  the  problem  where  it  should 
be  met,  and  that  is  with  respect  to  cost  to  these  people  during  their 
training  period. 

Dr.  Lee.  Well,  that  is  why  we  have  the  scholarship  program.  For 
those  who  require  it  scholarships  are  available. 
Mr.  Burke.  How  many  scholarships  ? 

Dr.  Lee.  We  will  be  happy  to  supply  that  information  for  the 
record. 
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(The  following  information  was  received  by  the  committee:) 

The  two  major  forms  of  Federal  assistance  to  student  nurses  are  scholarships 
and  loans. 

The  scholarship  program  was  established  in  1966  as  part  of  the  Allied  Health 
Professions  Personnel  Training  Act.  No  funds  have  yet  been  appropriated  for 
this  program.  The  President  has  requested  a  1967  supplemental  appropriation 
of  $750,000,  which  will  provide  scholarships  for  1,250  student  nurses ;  the  1968 
budget  includes  $5,000,000  for  this  program,  the  maximum  authorization,  which 
will  support  8,000  scholarships. 

The  President's  1968  budget  includes  funds  to  support  20,000  student  loans  for 
nurses. 

Mr.  Burke.  I  don't  want  to  take  Mr.  Herlong's  time,  but  I  would 
like  to  have  the  facts  and  figures  on  how  many  are  being  trained 
and  how  many  scholarships  are  provided,  if  you  could  give  us  that 
information. 

Dr.  Lee.  Yes,  we  certainly  can.  Actually  the  number  of  students 
has  been  increased  by  almost  20,000  in  the  nursing  schools  as  a  result  of 
these  programs  and  they  are  expanding  rapidly. 

Mr.  Burke.  Thank  you. 

Mr.  Herlong.  Another  question  along  the  public  assistance  line. 
You  want  to  extend  the  exemption  of  earnings  under  public  assistance. 
What  other  earnings  exemptions  for  public  assistance  recipients  have 
gone  through  other  committees  recently,  such  as  under  the  poverty 
program  and  the  elementary  and  secondary  education  program  ? 

Secretary  Gardner.  Earnings  exemptions  ? 

Mr.  Herlong.  Yes,  sir ;  earnings  exemptions. 

Secretary  Gardner.  Dr.  Winston. 

Dr.  Winston.  Yes,  sir.  There  are  certain  earnings  exemptions 
under  the  Economic  Opportunity  Act.  There  are  earnings  exemp- 
tions under  the  Elementary  and  Secondary  Education  Act.  This  is 
an  area  in  which  we  have  had  a  variety  of  approaches  to  an  obvious 
problem  of  how  you  give  people  incentives  to  move  ahead,  and  in  our 
proposal  here  we  are  trying  really  to  begin  to  get  some  order  in  this 
total  system  so  that  people  have  an  equal  chance  wherever  they  happen 
to  live,  because  States  have  picked  up  on  this  differently,  and  so  par- 
ticularly that  we  fill  in  the  greatest  gap,  which  has  been  that  we  have 
not  permitted  any  income  exemption  for  the  adults  in  the  AFDC 
family. 

I  really  think  it  is  quite  remarkable  between  14  and  15  percent  of 
the  mothers  in  AFDC  families  have  been  working  either  full  or  part 
time,  but  of  course  as  they  have  earned,  as  you  know,  their  grants  have 
been  correspondingly  reduced,  so  we  think  this  is  a  very  important  for- 
ward step. 

Mr.  Herlong.  Thank  you.  Mr.  Ball,  in  your  comparison  yesterday 
of  what  a  young  employed  or  self-employed  person  pays  in  taxes 
compared  to  the  actuarial  value  of  his  benefit,  you  stated  that  you 
believed  that  a  factor  should  be  added  to  the  benefits  because  they 
may  be  increased  by  reason  of  savings  resulting  from  rising  earnings 
levels. 

Now,  what  would  happen  if  the  earnings  levels  don't  rise,  which  is 
unlikely,  but  it  is  a  conservative  assumption  on  which  this  whole  system 
is  based?  And  in  that  connection,  let  me  add  a  second  part  to  this 
question  so  you  can  answer  them  all  together,  if  you  will. 

Isn't  this  a  conservative  assumption  designed  as  a  safety  factor  for 
the  system.   For  example,  how  much  of  the  savings  from  the  increase 
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in  the  earnings  level  between  1963  and  1966  is  needed  to  offset  the  deficit 
in  the  disability  fund  today  ? 

Mr.  Ball.  Mr.  Herlong,  on  the  first  part  of  your  question,  the  dollar 
comparisons  that  were  made  yesterday  were  all  based  on  the  assump- 
tion that  the  program  would  not  be  liberalized — all  the  dollar  com- 
parisons, which  in  very  general  terms  work  out  to  the  conclusion  that 
for  the  young  generation  that  begins  to  pay  at  the  maximum  rate 
beginning  in  1973  and  pays  for  the  whole  time,  they  pay  80  to  85  per- 
cent of  their  own  protection  and  the  employer  contributon  pays  the 
rest  for  them,  and  that  even  the  person  earning  at  the  maximum  of 
$10,800  gets  about  his  money's  worth. 

All  that  was  on  the  assumption  that  there  would  be  no  liberalization. 

Now,  I  really  believe  that  it  is  quite  unrealistic  to  look  upon  the 
social  security  system  as  if  it  were  an  individual  private  annuity  con- 
tract, which  sets  an  amount  in  terms  of  dollars  to  be  paid  40  years  from 
now.  As  this  committee  has  understood,  the  social  security  contribu- 
tion rates  are  really  set  at  a  point  where  if  earnings  do  rise,  which, 
although  we  have  not  put  it  into  the  estimates,  I  think  they  will — I 
think  everyone  anticipates  that  over  a  long  period  of  time  wages  cer- 
tainly will  rise — those  contribution  rates  being  set  on  the  assumption  of 
a  level  wage,  the  system,  without  changing  the  contribution  rates,  will 
have  enough  money  for  somewhat  more  than  keeping  up  with  any  in- 
crease in  prices. 

Now,  my  only  point  was  that  even  if  the  system  is  tested  as  a  static 
system  the  individual  has  equity,  but  that  he  really  has  much  more 
than  equity  by  reason  of  the  fact  that  these  rates  will  provide  for 
higher  levels  of  benefits  than  are  written  into  present  law. 

Now,  on  the  second  part  of  your  question,  Mr.  Herlong — on  the  fac- 
tual matter  of  how  much  is  needed  in  the  way  of  an  increase  in  the 
base  to  cover  the  deficit  in  disability  I  would  like  to  have  Mr.  Myers 
answer  that,  if  I  may. 

Mr.  Myers.  Mr.  Herlong,  I  believe  your  question  was  as  to  whether 
the  change  in  the  earnings  assumption  from  a  1963  level  to  a  1966  level 
in  the  current  assumptions  produced  a  savings  and  how  did  that  savings 
compare  with  the  estimated  increase  in  cost  for  the  disability  benefit 
provisions. 

Mr.  Herlong.  How  much  of  this  was  needed  to  offset  this  .18  per- 
cent deficit  that  was  in  the  disability  part. 

Mr.  Myers.  The  change  in  the  earnings  assumption  for  the  whole 
OASDI  system  resulted  in  a  reduction  in  the  total  Cost  of  .18  percent 
of  taxable  payroll,  whereas  the  increased  cost  of  the  disability  system, 
as  you  will  recall,  was  stated  to  be  .15  percent  of  taxable  payroll,  so 
that  in  essence  these  two  factors  happen  to  be  just  about  counter- 
balancing. 

Mr.  Herlong.  I  want  to  move  along  because  there  are  a  lot  of  other 
questions  that  other  members  want  to  ask  and  I  am  sure  we  want  to  get 
to  question  Mr.  Surrey.  I  understand  he  has  another  meeting  pretty 
soon  and  I  do  want  to  ask  Mr.  Cohen  one  final  question. 

I  wonder  if  you  saw  the  article  in  the  Wall  Street  J ournal  the  other 
day  which  said,  in  effect,  that  this  bill  is  the  end  of  the  road  as  far  as 
payroll  tax  financing  goes.  This  article  said  that  future  changes  will 
have  to  be  financed  out  of  general  revenue. 
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Assuming  that  this  is  correct,  do  you  really  think  that  this  bill  repre- 
sents the  best  way  to  spend  our  last  bit  of  payroll  tax  ?  What  I  am 
getting  at  is  the  fact  that  the  social  security  program  now  encompasses 
so  much  that  it  is  really  welfare  payments  which  might  better  be  paid 
out  of  general  revenue. 

Now,  is  adding,  as  you  are  in  this  bill,  more  war  on  poverty  items 
the  best  way  to  spend  this  last  available  money  from  the  social  security 
trust  fund?  And  I  wonder  what  your  general  sentiments  are  with 
reference  to  general  revenue  financing  ? 

Mr.  Cohen.  Mr.  Herlong,  if  you  will  recall,  a  similar  question  was 
asked  me  in  executive  session  a  year  ago. 

I  have  read  the  Wall  Street  Journal  article  and  I  think  the  problem 
that  is  presented  is  something  like  this. 

It  is  true  that  our  total  income  maintenance  programs  viewed 
broadly,  social  security,  workmen's  compensation,  unemployment  in- 
surance, and  public  welfare,  are  inadequate  when  measured  against 
the  problem  that  we  have  of  roughly  32  million  people  who  are  in  pov- 
erty in  the  United  States,  so  that  obviously  we  have  to  do  something 
more  than  what  we  are  doing  today  and  we  have  to  do  something  more 
than  what  is  in  this  bill,  if  we  wish  to  eliminate  poverty. 

There  are  lots  of  alternative  ways  of  doing  this :  It  can  be  partly  fi- 
nanced through  private  means,  partly  through  expansion  of  private 
pension  plans,  which  are  still  a  burden  upon  the  payroll.  They  are 
not  governmental,  but  the  employer  still  has  to  include  them  in  the 
price  of  his  product  and  in  his  profit- wage  relationship. 

Poverty  could  be  eliminated  through  expansion  of  the  public  wel- 
fare program,  which  would  be  a  total  cost  on  the  general  revenues,  or 
through  combined  State  and  local  costs.  We  can  develop  some  type  of 
new  system,  whether  something  similar  to  the  minimum  income  guar- 
antee or  the  negative  income  tax  or  family  allowances.  It  seems  to  me 
that  the  answer  to  this  question  is  that  there  will  have  to  be  some  higher 
disbursements  and  all  methods  of  financing  them,  whether  they  are 
partially  payroll  tax  through  government,  payroll  burdens  through 
private  industry,  general  revenues  of  the  Federal  Government,  or 
State,  or  local  governments,  will  have  to  be  brought  into  considera- 
tion. That  is  why,  as  I  said  yesterday,  the  President  felt  that  there 
ought  to  be  a  special  commission  established  that  would  go  into  all 
of  these  interrelated  questions  to  see  where  we  should  go  in  the  future. 

In  answer  to  your  specific  question,  whether  I  think  this  is  the  best 
way  to  spend  the  funds  that  are  in  this  bill,  my  answer  is,  "Yes." 
These  types  of  benefits  that  are  included  in  this  bill  were  carefully 
thought  out. 

Very  many  alternatives  were  considered,  and  I  think  what  we  have 
proposed  results  from  an  evaluation  of  what  the  very  high  priority 
needs  are  that  ought  to  be  met  by  this  program  at  this  time. 

Mr.  Herlong.  It  seems  to  me  that  to  the  extent  that  we  continue  to 
add  war  on  poverty  items  to  the  Social  Security  Act,  to  that  extent 
we  destroy  the  insurance  concept  of  the  whole  program. 

Mr.  Cohen.  I  don't  think  so  for  this  reason,  Mr.  Herlong :  a  social 
insurance  program  is  not  like  a  private  insurance  program  in  a  strict 
private-contract  sense  of  returning  to  an  individual,  or  a  small  group 
of  individuals,  only  what  they  have  paid  in.    As  Mr.  Ball  said  yester- 
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day,  and  as  we  have  said  several  times  before  the  committee,  one  has 
to  look  at  the  employer  contribution  in  this  system  as  trying  to  carry 
out  certain  social  objectives  of  seeing  that  the  benefits  meet  certain 
minimum  needs,  and  this  may  mean  paying  to  an  individual  more  than 
he  or  she  has  paid  in.  If  I  thought  that  any  benefit  in  this  bill  under- 
mined the  contributory  insurance  system,  I  would  not  be  for  that  par- 
ticular type  of  benefit,  because  I  think  that  the  payment  of  this  benefit 
as  a  matter  of  earned  right  and  payment  through  a  separate  trust  fund, 
is  essential  to  giving  people  a  sense  of  security  about  the  receipt  of 
their  benefits. 

Mr.  Herlong.  The  point  I  was  trying  to  make  here  is  that  in  my 
judgment  the  poverty  program  or  the  war  on  poverty  items  that  are 
constantly  being  added  to  this  program,  it  seems  to  me,  ought  more 
appropriately  to  be  paid  for  by  the  general  taxpayer  rather  than  by 
the  worker  alone  and  his  employer. 

That  is  the  point  I  was  trying  to  make. 

Mr.  Cohen.  Well,  as  the  chairman  brought  out  in  his  questioning, 
I  do  think  that  there  is  a  point  where,  if  one  is  going  to  raise  the 
minimum  benefits  substantially  beyond  a  level  that  is  consistent  with 
the  total  wage  related  system,  then  that  increase  ought  to  be  paid  out 
of  general  revenues  in  recognition  of  social  cost. 

I  would  certainly  conceded  that,  as  a  matter  of  principle,  this  ought 
to  be  carefully  looked  into. 

Mr.  Herlong.  Mr.  Chairman,  I  have  taken  entirely  too  much  time. 
Thank  you  very  much. 

The  Chairman.  Mr.  Surrey,  is  it  true  that  you  have  some  other 
commitments  that  you  are  trying  to  meet  later  in  the  day  ? 

Mr.  Surrey.  Yes,  Mr.  Chairman. 

The  Chairman.  Under  the  circumstances  then  will  it  be  possible 
for  us  to  now  direct  questions  to  Mr.  Surrey  with  respect  to  the  matter 
in  the  bill  about  which  he  testified  on  Wednesday  ? 

If  there  is  no  objection,  let's  proceed  on  that  basis. 

Mr.  Curtis,  do  you  have  some  questions  of  Mr.  Surrey  ? 

Mr.  Curtis.  This  makes  it  very  difficult,  Mr.  Chairman — of  course 
I  will  do  my  best — because  I  think  it  has  been  very  appropriate  that 
both  the  Treasury  Department  and  the  Department  of  Health,  Edu- 
cation, and  Welfare  have  been  here  testifying  together  as  these  prob- 
lems are  so  closely  intermeshed. 

I  have  some  specifics  that  I  want  to  direct  to  Mr.  Surrey,  but,  on 
the  other  hand,  many  of  the  questions  that  I  will  be  directing  to  the 
Secretary  of  Health,  Education,  and  Welfare  I  would  want  to  get  a 
response,  for  the  record,  at  any  rate,  from  the  Treasury  Department. 

A  specific  problem.    As  I  understand  your  presentation  on  this 
business  of  altering  the  Internal  Revenue  Code  as  far  as  taxation  of  j 
older  people  is  concerned,  over  62  and  65,  your  total  proposal  would 
mean  no  revenue  loss  to  the  Treasury. 

Mr.  Surrey.  That  is  correct.  In  other  words,  we  are  dealing  with  a  j 
rather  large  overall  figure,  but  the  pluses  and  minuses  would  balance  j 
out. 

Mr.  Curtis.  You  view  it  in  that  fashion. 
Mr.  Surrey.  Yes,  that  is  right. 

Mr.  Curtis.  Here  is  what  bothers  me  about  such  a  presentation. 
When  you  break  it  right  on  down  to  its  fundamentals  you  are  taking  I 
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a  class  of  people  age  62  and  age  65  and  over  and  in  effect  are  altering 
the  tax  incidence  for  the  benefit  of  a  large  portion  of  them,  but  paying 
for  that  by  shifting  over  that  liberalization  cost  to  the  other  group. 

Isn't  that  in  essence  what  has  been  presented  \ 

Mr.  Storey.  Yes.    There  is  a  restructuring. 

Mr.  Ctotis.  Let  me  say  just  two  things  that  worry  me  about  it. 
One  is  the  constitutionality  of  such  a  proposition,  but  the  other  is  the 
social  implications,  because  you  are  dealing  with  a  class  of  people  who 
are  in  effect  retired.  They  have  no  protection  as  far  as  increase  in 
their  earning  capacity.  You  talk  about  the  group  that  you  are  shifting 
it  over  to  being  the  wealthier,  but  I  wanted  for  the  record  to  find  out 
just  who  this  group  is  that  you  are  going  to  have  bear  the  cost. 

I  suspect  that  the  bulk  of  them  are  going  to  be  below  incomes  of  $20,- 

000  a  year.  Those  people  have  reached  a  happy  state  for  them  in 
retirement,  but  it  has  come  I  think  if  we  were  able  to  analyze  how 
they  got  there,  through  their  savings,  through  their  efforts,  and  so  on. 
Yet  here  his  proposal  of  the  Administration  is  going  to  finance  a  lib- 
eralization for  other  people  of  62  and  65  who,  for  whatever  the  reason, 
didn't  reach  that  same  status,  but  you  are  going  to  finance  that  out 
of  the  income  of  these  other  retired  people. 

Xow,  this  is  what  I  want  you  to  comment  on. 

Mr.  Storey.  I  don't  see  any  constitutional  questions,  Mr.  Curtis. 

1  think,  really,  the  question  goes  back  to  when  the  Congress  developed 
this  system  of  additional  tax  relief  for  persons  over  65. 

Mr.  Ctotis.  Yes. 

Mr.  Storey.  And  when  administratively  we  ruled  that  social  secu- 
rity was  not  taxable.  The  issue  is  whether  these  were  well  considered 
judgments. 

Mr.  Ctotis.  But  that  has  been  the  law  for  some  time. 
Mr.  Storey.  That  is  right. 

Mr.  Ctotis.  Let  me  add  another  thing  that  you  don't  mention  in 
your  direct  testimony,  that  this  wasn't  just  an  administrative  ruling 
out  of  thin  air.  It  was  based  upon  certain  Supreme  Court  decisions 
that  said  that  the  social  security  benefits  were  not  taxable  income  be- 
cause they  were  gratuitous.    Right  ? 

Mr.  Storey.  Xo. 

Mr.  Ctotis.  "We  have  been  over  this  before,  have  we  not  ? 

Mr.  Storey.  Yes.  And  I  will  submit  for  the  record  an  opinion  on 
the  constitutionality  of  our  proposal.  The  Supreme  Court,  I  don't 
think,  has  ever  taken  a  position  on  the  question  of  taxing  social  security 
payments.  As  a  matter  of  fact,  if  anybody  comes  into  this  country 
receiving  a  social  security  pension  under  the  jurisdiction  of  any  other 
coimtry,  we  tax  it  even  though  it  is  received  under  a  system  which 
does  not  differ  in  any  material  way  from  our  system. 

(The  following  material  was  received  by  the  committee  :) 

CoxsTrrrTioxALiTY  of  Including  Retirement  Benefits  of  the  Social  Security 
and  Railroad  Retirement  Systems  en  Gross  Income 

Legislation  has  been  introduced  (H.R.  5710)  which  would  increase  social  secu- 
rity benefits  and  revise  the  Internal  Revenue  Code  to  provide  more  simplicity  and 
equity  in  the  income  tax  treatment  of  the  aged.  A  principle  element  of  the  tax 
revision  is  the  inclusion  of  retirement  benefits  of  the  railroad  retirement  and  so- 
cial security  systems  in  gross  income.1    Since  these  benefits  heretofore  have  en- 


1  Disability,  death  and  children's  benefits  would  remain  exempt. 
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joyed  tax  exemption,  the  question  arises  whether  taxing  them,  as  proposed,  would 
be  constitutional.  In  my  opinion,  it  would. 
The  constitutional  questions  presented  are — 

( 1 )  Whether  retirement  benefits  of  the  railroad  retirement  and  social  security 
systems  constitute  income  within  the  meaning  of  the  Sixteenth  Amendment,2 
and 

(2)  Whether  taxation  of  these  benefits,  as  proposed,  violates  the  due  process 
guarantee  of  the  Fifth  Amendment. 

Present  tax  treatment  of  the  aged 

The  tax  treatment  of  individuals  65  and  older  under  existing  law  involves  the 
exclusion  from  gross  income  of  railroad  retirement  and  social  security  benefits, 
a  complex  tax  credit  for  other  retirement  income,  and  an  additional  $600  per- 
sonal exemption  and  $100  minimum  standard  deduction.  Wage  income  is  not 
eligible  for  the  retirement  income  credit  and,  in  addition,  reduces  the  amount  of 
that  credit  available  to  individuals  with  investment  and  pension  income.  This 
tax  structure  unfairly  discriminates  against  taxpayers  who  need  to  continue 
working  after  age  65.  Although  intended  to  afford  tax  relief  to  individuals 
depending  for  their  livelihood  on  pensions  or  similar  retirement  payments,  the 
retirement  income  credit  benefits  most  the  taxpayers  who  need  it  the  least. 

Proposed  tax  treatment  of  the  aged 

The  proposed  legislation  would  eliminate  some  of  the  complexities  of  existing 
law  by  providing  a  simple  and  uniform  method  of  equitably  taxing  all  aged 
taxpayers.  In  addition  to  the  $600  personal  exemption  allowed  all  taxpayers, 
the  proposal  would  allow  a  special  exemption  of  $2,300  to  all  single  taxpayers 
who  have  reached  age  65  and  a  special  exemption  of  $4,000  to  a  married  couple 
where  both  are  over  65.  Where  only  one  spouse  is  over  65,  the  allowable  exemp- 
tion for  a  married  couple  would  be  $2,300.  These  special  exemptions  would  be 
reduced  dollar-for-dollar  for  income  (including  social  security  and  railroad 
retirement  benefits )  received  during  the  taxable  year  in  excess  of  $5,600  in  the 
case  of  a  single  individual  and  $11,200  in  the  case  of  a  married  couple.  How- 
ever, in  order  to  reflect  the  retiree's  contributions  to  the  social  security  or  rail- 
road retirement  system,  his  special  exemption  would  not  be  reduced  below  one- 
third  of  the  amount  of  these  benefits  included  in  his  gross  income.  This  pro- 
vision is  more  than  adequate  to  prevent  taxing  what  may  be  considered  a  return 
of  capital.3 

Effect  of  the  proposal 

Only  about  4.2  million  of  the  19  million  individuals  in  this  country  65  or  older 
now  pay  federal  income  tax.  It  is  estimated  that  under  the  proposed  legislation 
nearly  500,000  individuals  of  the  taxpaying  group  would  no  longer  have  any 
federal  income  tax  liability  and  that  the  taxes  for  almost  2.5  million  more  would 
be  reduced.  While  taxpayers  with  the  highest  incomes  will  generally  find  their 
taxes  increased,  the  overall  result  is  in  keeping  with  our  progressive  income 
tax  system. 

The  Internal  Revenue  Service  rulings  position 

Annuities  under  the  Social  Security  Act,  as  amended,4  are  not  statutorily 
exempt  from  tax,  as  are  comparable  annuities  under  the  Railroad  Retirement 


2  It  might  be  argued  that  a  tax  on  these  retirement  benefits  could  be  sustained  as  an 
indirect  tax  on  the  receipt  of  funds  independently  of  the  Sixteenth  Amendment.  See 
Part  III  of  Chief  Judge  SobelofT's  able  opinion  in  Simmons  v.  United  States,  308  F.2d  160, 
165  (4th  Cir.  1962)  sustaining  as  an  indirect  tax  (as  well  as  a  proper  income  tax)  the 
tax  imposed  on  an  individual  who  received  a  cash  prize  for  catching  a  tagged  fish  placed 
in  Chesapeake  Bay  as  part  of  an  advertising  campaign.  See  also  Penn  Mutual  Indemnity 
Co.,  32  T.C.  653  (1959),  aff'd,  277  F.2d  16  (3d  Cir.  1960)  sustaining  as  a  valid  indirect 
tax  section  207  of  the  1939  Code  which  taxed  certain  mutual  insurance  companies  on  their 
gross  income  without  regard  to  underwriting  losses.  However,  since  railroad  retirement 
and  social  security  benefits  are  to  be  taxed  as  income  under  the  Sixteenth  Amendment, 
it  is  not  considered  necessary  ro  develop  the  indirect  tax  argument  here. 

3 'The  possibility  that  at  some  future  time  the  present  capital  recovery  provision  might 
not  be  sufficient  to  permit  the  receipt  of  an  individual's  contributions  on  a  tax-free  basis 
cannot  successfully,  be  used  as  an  argument  against  its  constitutionality  today.  Congress, 
if  need  be,  can  always  amend  the  exemption  to  prevent  this  result.  The  proposed  method 
for  assuring  tax-free  recovery  of  contributions  to  the  social  security  or  railroad  retirement 
system  differs  from  the  methods  prescribed  for  private  and  public  retirement  system 
annuity  plans  in  §  72  of  the  1954  Internal  Revenue  Code,  but  this  raises  no  constitutional 
problems. 

4  Chapter  531,  49  Stat.  620,  42  U.S.C.  301,  et  seq. 
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Acts.5  However,  the  Internal  Revenue  Service  has  ruled,  without  discussion, 
that  they  are  not  subject  to  federal  income  tax.6  But  this  rulings  position  does 
not  reflect  any  constitutional  mandate,  as  an  analysis  of  Revenue  Ruling 
66-34 7  reveals.  In  that  ruling  the  Service  held  that  a  basic  similarity  between 
United  States  and  foreign  social  security  payments  was  not  a  valid  basis  for 
excluding  the  latter  from  gross  income.8  This  result  rested  on  the  implied 
Congressional  approval  of  the  Service's  rulings  position  on  United  States  social 
security  payments  as  evidenced  in  the  legislative  history  of  section  37  of  the  1954 
Code,  providing  a  retirement  income  credit,9  and  the  language  of  that  provision.10 

The  character  of  social  insurance  benefits  as  income 

From  a  tax  standpoint,  a  periodic  cash  payment  received  as  a  retire- 
ment benefit  under  the  railroad  retirement  or  social  security  programs 
is  not  essentially  different  from  anjr  other  annuity  or  pension.  An- 
nuities and  pensions  are  among  the  income  items  specifically  enumer- 
ated as  being  included  in  gross  income.11  Whether  the  right  to  such 
a  receipt  is  derived  from  a  contract  or  statute  is  constitutionally  ir- 
relevant, for  under  the  16th  amendment  Congress  may  tax  income 
"from  whatever  source  derived."  12  Section  61(a),  in  defining  gross 
income,  reflects  the  breadth  of  the  amendment — "Evcept  as  otherwise 
provided  *  *  *,  gross  income  means  all  income  from  whatever  source 
derived  *  *  *." 13 

In  the  context  of  distinguishing  realized  gain  from  capital,  the  Su- 
preme Court  in  Elmer  v.  Macomb  er 14  characterized  income  as  "the 
gain  derived  from  capital,  from  labor,  or  from  both  combined,'  *  *  *."  15 


5  Railroad  Retirement  Act  of  1935.  c.  812,  §  10,  49  Stat.  967,  973— "No  annuity  payment 
shall  *  *  *  be  subject  to  any  tax  *  *  *."  Annuity  and  pension  payments  were  similarly 
exempted  under  the  Railroad  Retirement  Act  of  1937,  c.  382,  §  12,  50  Stat.  307,  316. 

«  I.T.  3447,  C.B.  1941-1,  191.  See  also  I.T.  3229,  C.B.  1938-2,  136  and  I.T.  3194,  C.B. 
1938—1.  114  relating  to  the  exemption  of  lump  sum  payments  under  the  Social  Security 
Act.  In  Rev.  Rul.  57-1,  C.B.  1957-1,  15,  modified  by  Rev.  Rul.  61-136,  C.B.  1961-2,  20, 
the  Service  held  strike  benefits  taxable,  the  nontaxability.  of  social  security  benefits  being 
distinguished  on  the  basis  that  "it  was  believed  that  Congress  intended  that  such  benefits 
be  not  subject  to  tax."    Id.  at  16. 

7  C.B.  1966-1,  22.  iSee  also  Rev.  Rul.  62-179,  C.B.  1962-2,  20  where  the  Service  held 
that  pension  payments  made  by  the  Canadian  Government  under  the  Old  Age  Security  Act 
of  Canada  to  Canadian  citizens  residing  in  the  United  States  V?ere  includable  in  the  gross 
income  of  the  recipients  for  federal  income  tax  ourposes. 

8  Rev.  Rul.  56-135,  C.B.  1956-1,  56.  in  which  the  Service  had  taken  a  contrary  view, 
was  revoked. 

9  See  S.  Rept.  1622,  83d  Cong.,  8  (1954)  which  states  :  "Under  existing  law,  benefits  pay- 
able under  the  social  security  program  and  certain  other  retirement  programs  of  the 
Federal  Government  are  exempt  from  income  tax.  No  similar  exemption  is  accorded  to 
persons  receiving  retirement  pensions  under  other  publicly  administered  programs,  such 
as  teachers,  as  well  as  persons  who  receive  industrial  pensions  or  provide  independently 
for  their  old  age.  In  order  to  adjust  this  differential  tax  treatment,  the  House  bill  grants 
an  individual  who  is  65  years  of  age  or  over  a  credit  against  his  tax  liability  *  *  *." 

10  Section  37(d)  provides: 

"Limitation  on  Retirement  Income. — For  purposes  of  subsection  (a),  the  amount  of 
retirement  income  shall  not  exceed  $1,524  less — 

(1)  in  the  case  of  any  individual,  any  amount  received  by  the  individual  as  a  pension 
or  annuity — 

(A)  under  title  II  of  the  Social  Security  Act, 

(B)  under  the  Railroad  Retirement  Acts  of  1935  or  1937.  or 

(C)  otherwise  excluded  from  gross  income,  *  *  *."     (Emphasis  added.) 

11  See  §  61(a)  (9)  and  (11). 

12  The  Sixteenth  Amendment  provides  :  "The  Congress  shall  have  power  to  lay  and  collect 
taxes  on  incomes,  from  whatever  source  derived,  without  apportionment  among  the  several 
States,  and  without  regard  to  any  census  or  enumeration."  As  the  Court  stated  in  Stanton 
v.  Baltic  Mining  Co.,  240  U.S.  103,  112-13  (1916)  :  "[T]he  Sixteenth  Amendment  con- 
ferred no  new  power  of  taxation  but  simply  prohibited  the  previous  complete  and  plenary 
power  of  income  taxation  possessed  by  Congress  from  the  beginning  from  being  taken  out 
of  the  category  of  indirect  taxation  to  which  it  inherently  belonged  and  being  placed  in 
the  category  of  direct  taxation  subject  to  apportionment  by  a  consideration  of  the  sources 
from  which  the  income  was  derived  *  *  *."  This  source  theory  had  been  formulated  by 
the  Court  in  Pollnck  v.  Farmers'  Loan  <£•  Trust  Co.,  157  U.S.  429  (1895).  on  rehearing, 
158  U.S.  601  (1895). 

13  While  the  definition  of  gross  income  was  simplified  in  the  1954  Code,  no  effect  upon  its 
'all-inclusive  nature"  was  intended.  H.  Rept.  1337,  83d  Cong.,  A18  (1954).  '"This 
definition  |"of  income]  is  based  upon  the  16th  Amendment  and  the  word  'income'  is  used 
in  its  constitutional  sense."  Ibid. 

14  252  U.S.  189  (1920). 

lj  Id.  at  207.  At  least  part  of  the  annuities  or  pensions  received  under  the  railroad 
retirement  or  social  security  programs  meet  this  definition. 
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But,  as  the  Court  asserted  some  35  years  later  in  Commissioner  v.  Glen- 
shaw  Glass  Co.,16  the  idea  that  the  particular  source  would  be  deter- 
minative in  assessing  a  realized  gain  as  income  "was  not  meant  to  pro- 
vide a  touchstone  to  all  future  gross  income  questions."  17  The  Court 
flatly  rejected  the  contention  that  punitive  damages,  characterized  as 
"windfalls,"  were  not  within  the  scope  of  the  predecessor  of  section 
61.18  Repeatedly  emphasizing  the  "sweeping  scope"  and  "pervasive 
coverage"  of  the  statute  defining  gross  income,  the  Court  stated : 

"  *  *  *  Congress  applied  no  limitations  as  to  the  source  of  taxable  receipts, 
nor  restrictive  labels  as  to  their  nature.  And  the  Court  has  given  a  liberal 
construction  to  this  broad  phraseology  in  recognition  of  the  intention  of 
Congress  to  tax  all  gain,s  except  those  specifically  exempted.19 

"Here  we  have  instances  of  undeniable  accessions  to  wealth,  clearly 
realized,  and  over  which  the  taxpayers  have  complete  dominion.   The  mere 
fact  that  the  payments  were  extracted  from  the  wrongdoers  as  punishment 
for  unlawful  conduct  cannot  detract  from  their  character  as  taxable  income 
to  the  recipients.  *  *  *  " 20 
Receipts  of  social  security  or  railroad  retirement  annuities  or  pensions  are,  in 
the  language  of  the  Court,  "undeniable  accessions  to  wealth,  clearly  realized, 
and  over  which  the  taxpayers  have  complete  dominion."  21   That  their  source  is 
a  federal  social  insurance  system,  rather  than  some  other  public  or  private  annuity 
or  pension  program,  "cannot  detract  from  their  character  as  taxable  income  to 
the  recipients." 22 

Social  security  benefits  as  "gifts  or  gratuities''' 

It  has  been  suggested  that  social  security  benefits  are  "gifts  or  gratuities."  23 
The  Government  so  argued  in  Helvering  v.  Davis,2*  which  sustained  the  validity 
of  the  Social  Security  Act.  But  this  argument  was  simply  the  logical  corollary 
of  the  Government's  theory  of  that  case — that  the  Act  involved  the  exercise  of 
two  separate  and  distinct  powers,  the  taxing  power  and  the  power  to  spend  for 
the  general  welfare.    In  other  words,  the  taxes  collected  under  Title  VIII  were 


i6  348  U.S.  426  (1955). 
«  Id.  at  431. 

i8  While  the.  taxpayer  conceded  that  there  was  no  constitutional  barrier  to  the  imposition 
of  a  tax  on  punitive  damages,  the  case  is  nonetheless  relevant  here  because  the  Court 
expressly  recognized  that  the  word  "income"  in  the  predecessor  of  §  61  was  used  by  Con- 
gress in  its  Sixteenth  Amendment  sense  to  exert  "  'the  full  measure  of  its  taxing  power.'  " 
348  U.S.  at  429.  In  Simmons  v.  United  States,  308  F.2d  160,  168  (4th  Cir.  1962),  the 
court  stated  that  the  opinion  in  Glenshaw  Glass  showed  the  Supreme  Court  "was  aware 
of  the  constitutional  issues." 

ie  348  U.S.  at  429-30. 

20  Id.  at  431. 

21  That  the  annuity-to  contribution  ratio  of  social  insurance  benefits  may  be  much  greater 
than  that  of  other  public  or  private  annuity  or  pension  plans  does  not  change  their  inherent 
character  as  income. 

22  It  does  not  follow  that  because  social  insurance  payments  may  be  paid,  in  part,  to 
promote  the  general  welfare  that  they  may  not  be  considered  income.  For  example,  in 
providing  for  the  general  welfare,  federal  employees  are  paid  salaries,  but  these  salaries 
are  not  excluded  from  gross  income.  Federal  revenues  can  be  used  only  to  pay  Government 
debts  or  provide  for  the  common  defense  and  general  welfare  under  Art.  I,  §  8,  el.  1  of  the 
Constitution. 

23  The  argument  that  social  security  benefits  are  gifts  or  gratuities  seemingly  ignores 
the  fact  that  the  social  security  system  is  financed  entirely  out  of  contributions  via  taxes 
made  by  employers,  employees,  and  the  self-employed.  The  fundamental  concept  of  this 
program  of  social  insurance  has  been  that  the  individual  contributes  part  of  his  earnings 
during  his  working  life  in  order  to  keep  receiving  income  during  his  retirement  years  as 
a  matter  of  earned  right  rather  than  as  a  gratuity.  102  Cong.  Rec.  15110  (1956)  (Sen. 
George)  ;  H.  Doc.  81,  74th  Cong.,  21,  26.  28  (1935)  (Report  of  the  President's  Committee 
on  Economic  Security)  ;  H.  Ropt.  615.  74th  Cong.,  5  (1935).  See,  generally.  Analysis  of 
the  Social  Security  System,  Hearings  before  a  Subcommittee  of  the  Committee  on  Ways 
and  Means,  83d  Cong.  (1953)  and  Altmeyer.  Formative  Years  of  Social  Security  (1966). 

In  Heard  v.  Commissioner,  326  F.2d  962  (8th  Cir.  1964),  cert,  denied,  377  U.S.  97S 
(1964),  the  taxpayer  argued  that  the  annuity  he  received  under  the  Civil  Service  Retire- 
ment Act  in  excess  of  the  amounts  contributed  by  him  to  the  retirement  fund  represented 
a  nontaxable  gift  from  the  Government.  The  Eighth  Circuit  rejected  this  argument  as 
"wholly  untenable."  Id.  at  965.  The  Court  also  rejected,  without  comment,  the  tax- 
payer's argument  that  neither  social  security  nor  civil  service  benefits  can  be  considered 
income  taxable  under  the  Sixteenth  Amendment.  Ibid. 

24  301  U.S.  619  (1937). 
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not  earmarked  to  pay  the  Title  II  benefits.25  The  Court  upheld  the  Act  as  a  valid 
exercise  of  Congress'  power  to  spend  money  in  aid  of  the  general  welfare  and  its 
power  to  tax,  against  the  contention  that  it  violated  the  Tenth  Amendment,  but 
said  nothing  about  the  character  of  the  benefits  in  the  hands  of  the  recipients. 
The  decision  has  been  cited  many  times  in  other  court  opinions,  but  never  for 
the  proposition  that  it  held  social  security  benefits  to  be  gifts  or  gratuities.  In 
the  1939  amnedments  to  the  Social  Security  Act,26  Congress  clearly  tied  the  taxes 
to  the  benefits  by  earmarking  the  amount  of  the  social  security  taxes  collected 
for  the  benefits  granted. 

It  seems  fruitless  to  engage  in  conceptualization  regarding  the  essential  nature 
of  social  security  benefits  as  earned  rights  or  gratuities.  The  only  question  which 
is  constitutionally  relevant  is  whether  such  benefits  are  income  under  the  Six- 
teenth Amendment.   As  I  have  indicated  above,  they  are.27 

Fifth  Amendment  considerations 

Insofar  as  the  due  process  clause  of  the  Fifth  Amendment 28  is  a  restriction  on 
the  taxing  power  of  Congress,  its  mandate  is  that  the  power  must  not  be  ex- 
ercised in  an  arbitrary  or  unreasonable  way.29  There  is  nothing  arbitrary  or  un- 
reasonable in  eliminating  the  complexities  and  inequities  of  existing  law  which 
can  be  traced  to  including  some  annuities  and  pensions  in  gross  income  while 
excluding  others.  Of  course,  including  railroad  retirement  and  social  security 
benefits  in  gross  income  does  not  necessarily  mean  there  will  be  any  additional 
tax  liability.  The  proposal's  liberal  special  exemptions  allowed  to  aged  tax- 
payers would  result  in  lower  taxes  for  most  of  them.  Although  the  taxpayers 
with  the  highest  incomes  will  usually  find  their  tax  liability  increased,  Fifth 
Amendment  guarantees  are  not  violated  because  there  exists  a  rational  basis 
for  Congress'  action.30  The  proposed  legislation  harmonizes  with  the  philosophy 
of  the  federal  income  tax  system  and  the  social  security  program  which  provides 
proportionately  larger  benefits  to  lower-paid  workers. 

Although  railroad  retirement  benefits,  by  statute,  and  social  security  benefits, 
by  ruling,  have  heretofore  been  exempt  from  tax,  it  does  not  follow  that  Congress 
has  no  power  to  require  their  inclusion  in  gross  income.  As  the  Court  stated 
in  Flemming  v.  Nestor, 31  "*  *  *  a  person  covered  by  the  [Social  Security]  Act 
has  not  such  a  right  in  benefit  payments  as  would  make  every  defeasance  of 
'accrued'  interests  violative  of  the  Due  Process  Clause  of  the  Fifth  Amendment." 
If  a  defeasance  is  possible,  a  fortiori,  inclusion  of  these  benefits  in  gross  income 
would  not  be  violative  of  due  process. 

Conclusion 

Based  upon  the  above  analysis,  it  is  my  opinion  that  annuities  or  pensions 
received  under  the  Railroad  Retirement  or  Social  Security  Acts  may  be  included 
in  gross  income  as  proposed  without  violating  the  Sixteenth  Amendment  or  any 
other  constitutional  requirement. 

Fred  B.  Smith, 
General  Counsel. 

Mr.  Curtis.  I  tried  to  present  it  in  clear  language.  I  said  that  the 
ruling  of  Treasury  to  the  effect  that  they  were  not  going  to  impose 
a  tax  on  the  social  security  benefits  was  not  just  out  of  thin  air.  It 


25  This  line  of  argument  may  have  been  followed  to  minimize  the  precedent  value  of 
United  States  v.  Butler,  297  U.S.  1  (1936).  There  the  Court  had  refused  to  sustain,  as 
a  valid  exercise  of  the  taxing  power,  the  Agricultural  Adjustment  Act  under  which  taxes 
collected  from  processors  of  agricultural  commodities  were  earmarked  for  use  in  subsidizing 
such  programs  as  acreage  reduction,  etc. 

*  Chapter  666,  §  201(a),  ,53  Stat.  1360,  1362. 

27  From  the  standpoint  of  statutory;  construction,  it  cannot  logically  be  maintained  that 
Congress  (which  would  be  the  transferor)  intended  railroad  retirement  and  social  security 
benefits  to  be  excluded  from  gross  income  under  the  general  §  102  gift  provision  if  Congress 
specificially  includes  these  benefits  in  gross  income. 

28  "No  person  shall  *  *  *  be  deprived  of  *  *  *  property,  without  due  process  of 
law  *  *  *." 

29  Brushaber  v.  Union  Pacific  Railroad  Co.,  240  U.S.  1,  24-25  (1916). 

30  Legislative  classifications — here  according  to  income  levels— must  be  arbitrarily  and 
unreasonably  discriminatory  before  Fifth  Amendment  guarantees  are  violated.  iSee,  for 
example.  Steward  Machine  Co.  v.  Davis.  301  U.S.  548,  584-85  (1937).  According  to  S.  Doc. 
39,  88th  Cong.,  973-74  (1964),  as  of  June  22,  1964,  the  Court  had  apparently  never  held 
an  act  of  Congress  unconstitutional  on  the  grounds  that  the  legislative  classification  was 
unreasonable. 

31  363  U.S.  603,  611  (1960). 
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related  to  several  Supreme  Court  decisions  which — and  I  emphasize 
in  dicta,  or  in  actual  decision,  because  the  dicta  is  important— suggest 
that  the  social  security  benefits  established  by  law  were  gratuities 
rather  than  earned  income  of  any  sort,  or  pensions  to  which  people 
were  entitled.    Am  I  not  correct  in  that  ? 

Mr.  Surrey.  No,  I  don't  think  so,  Mr.  Curtis.  The  record  doesn't 
show  that  the  Supreme  Court  ever  has  had  any  statement  that  would 
bear  upon  either  the  constitutionality  of  taxing  social  security  or  the 
application  of  the  Internal  Eevenue  Code  as  an  interpretive  matter. 
The  Internal  Eevenue  ruling  on  this  matter  gives  no  explanation.  It 
is  just  a  one-sentence  ruling. 

Mr.  Curtis.  Do  you  not  think  that  this  was  originally  conceived 
of  as  a  gratuity  rather  than  a  right  that  a  citizen  could  go  into  court 
to  get  ?  You  can  get  it  only  as  a  member  of  a  class,  but  if  Congress 
were  to  repeal  or  alter  the  benefit  rate  by  lowering  it,  would  a  citizen 
have  a  right  in  a  court  of  law  to  get  the  benefits  at  the  higher  level  ? 

Mr.  Surrey.  He  would  today,  of  course,  have  a  right  to  get  his 
benefits. 

Mr.  Curtis.  Mr.  Surrey,  you  are  a  good  lawyer. 

Mr.  Surrey.  Maybe  I  don't  understand  your  question. 

Mr.  Curtis.  What  I  put  in  the  hypothetical  question  ruled  out  the 
way  you  have  answered  it.  I  said  other  than  that  as  a  class,  but  if  the 
law  is  changed,  if  Congress  changes  the  law  and  lowers  the  benefits 
that  people  get  under  social  security,  does  any  citizen  have  a  right 
to  come  in  and  insist  on  the  benefits  at  a  higher  level  ? 

Mr.  Surrey.  I  would  think  not. 

Mr.  Curtis.  No,  of  course  not,  and  this  is  part  of  the  basic  legal 
theory  of  social  security ;  that  it  is  a  gratuity  and  not  a  right.  I  don't 
know  why  I  always  have  this  difficulty  when  we  come  to  discuss  this. 

Mr.  Surrey.  Mr.  Curtis,  may  I  continue  on  this  point  ? 

Mr.  Curtis.  Yes,  please  do. 

Mr.  Surrey.  Even  if  for  the  sake  of  discussion  social  security  is 
called  a  gratuity,  the  tax  treatment  would  present  only  a  question  of 
interpretation  of  present  law  which  has  a  statement  in  it  that  gifts 
and  gratuities  are  not  taxable. 

Mr.  Curtis.  That  is  right. 

Mr.  Surrey.  It  would  not  deal  with  the  question  of  whether  Con- 
gress if  it  cared  to,  wanted  to  say  that  these  were  taxable. 

Mr.  Curtis.  I  am  simply  saying  in  establishing  the  basic  theory 
of  social  security  it  was  clear  that  these  were  gratiiities.  not  rights 
that  could  be  enforced,  something  thnt  Congress  could  take  away  to- 
morrow. Congress  can't  take  away  the  rights  under  the  civil  service 
retirement  program.  These  are  contractual  rights.  Nor  can  they 
alter  the  pension  plan  in  individual  contracts.  They  can  alter  this, 
and  this  was  the  basis,  I  am  suggesting,  or  had  a  great  deal  to  do  with 
the  Treasury  rulings  that  social  security  benefits  were  not  to  be  taxed. 

That  is  the  point.  They  didn't  iust  do  this  out  of  thin  air  Mr. 
Surrey.    They  had  some  reasons  behind  it,  d^ d  they  not  ? 

Mr.  Surrey.  Yes. 

Mr.  Curtis.  Sure  they  did. 

Mr.  Surrey.  Presumably :  I  would  assume  they  did. 
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Mr.  Curtis.  And  those  reasons  are  just  as  valid  today  as  they  were 
when  they  were  ruled  then  because  social  security  benefits  today  are 
gratuities. 

Mr.  Surrey.  Those  reasons  would  only  go  to  the  interpretation  of 
the  statute,  though. 

Mr.  Curtis.  I  understand  that,  but  Congress  can  come  along  and 
say  that  we  want  to  tax  this  form  of  gratuity.  We  could  come  along 
probably  and  say  that  we  wanted  to  tax  other  forms  of  gratuities, 
saying  they  are  income.  Congress  has  the  power  to  do  it,  but  Congress 
has  not  done  it. 

Mr.  Surrey.  Then  I  don't  think  there  is  any  disagreement  as  to  the 
basic  question  between  us  on  that. 

Mr.  Curtis.  I  just  think  this  is  important  because  then  Congress 
came  along — and  I  happen  to  have  had  a  great  deal  to  do  wdth  this, 
and  this  is  why  I  am  interested  in  developing  this — and  said  people 
who  were  born  too  soon  to  be  covered  under  social  security  but  were 
covered  under  their  own  private  programs ;  namely  the  teachers,  and 
that  happened  to  be  one  of  the  big  groups,  but  I  said  it  ought  to  apply 
to  any  group  who  didn't  get  the  benefit  of  gratuities  simply  because 
this  system  didn't  cover  them.  They  ought  to  at  least  have  the  same 
tax  benefit  on  the  basis  of  comparable  retirement  programs. 

Now  this  kind  of  thing  will  phase  out  will  it  not,  Mr.  Surrey  ?  As 
increasingly  all  people  are  covered  by  social  security,  this  problem 
that  you  have  spent  a  great  deal  of  effort  pointing  up  the  complica- 
tions in  our  income  tax  to  give  a  comparable  tax  exclusion  from  the 
gross  income  of  an  equivalent  amount  of  these  retirement  programs 
where  the  individual  is  not  covered  by  social  security  ? 

Mr.  Surrey.  I  wouldn't  say  they  would  all  phase  out  in  time. 

Mr.  Curtis.  Why  not? 

Mr.  Surrey.  Because  in  part  it  depends  upon  how  social  security 
develops.  For  example,  if  you  continue  to  earn  after  age  65,  you  don't 
now  receive  as  much  social  security  payments  as  you  would  if  you 
didn't  continue  to  earn  money. 

Mr.  Curtis.  Essentially  there  may  be  some  little  details. 

Mr.  Surrey.  Well,  these  are  rather  major. 

Mr.  Curtis.  Wait  a  second.  Here  is  why  I  argue  I  think  not. 
Again  I  try  to  pose  my  hypothetical  question  with  an  assumption. 
The  assumption  is  I  said  as  people  are  increasingly  covered  by  social 
security,  then  this  benefit  that  is  derived  from  other  retirement  pro- 
grams as  far  as  the  treatment  of  some  of  that  income  will  phase  out 
because  a  person  who  is  covered  by  social  security  will  get  the  benefit  of 
the  tax  treatment  of  his  social  security  benefit  as  not  part  of  income. 

Mr.  Surrey.  If  you  had  everybody  in  the  United  States  getting  so- 
cial security  benefits  with  the  result  that  everybody  in  the  United 
States  has  a  certain  amount  of  excluded  income-  

Mr.  Curtis.  That  is  right. 

Mr.  Surrey.  Then  /you  would  be  asking  yourself  the  question :  Is 
there  any  particular  reason  to  grant  the  exclusion  for  

Mr.  Curtis.  The  exclusion  wouldn't  even  apply,  Mr.  Surrey.  Am 
T  not  correct  in  saying  that  this  exclusion  is  not  available  to  a  person 
who  gets  this  in  social  security  ?  He  doesn't  get  a  double  exclusion. 
Say  a  teacher  is  getting  a  retirement  from  her  own  system,  but  also — 
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and  this  is  true  of  many  people — is  now  covered  by  social  security. 
She  doesn't  get  to  have  the  exemption  on  top  of  the  social  security 
benefit. 

Mr.  Surrey.  She  gets,  in  that  case,  the  exclusion  of  her  social  se- 
curity from  income  and  an  extra  $600. 

Mr.  Curtis.  Well,  yes,  but  she  doesn't  get  the  exclusion  that  we 
are  talking  about  which  is  in  effect  in  lieu  of  the  social  security  benefit 
exclusion. 

Mr.  Surrey.  We  are  talking,  Mr.  Curtis,  about  two  things  and  you 
are  asking  me  the  question  of  what  tax  benefits  are  being  withdrawn 
from  the  group  of  people  in  the  class  you  are  addressing  yourself  to. 
There  are  two  benefits  that  are  being  withdrawn  under  the  proposal. 
The  first  is  an  extra  $600  exemption. 

Mr.  Curtis.  I  am  not  talking  about  that.  I  haven't  even  mentioned 
that. 

Mr.  Surrey.  I  am  trying  to  illustrate  what  they  are. 
Mr.  Curtis.  All  right. 

Mr.  Surrey.  The  second  is,  one  might  say,  an  exemption  in  the  al- 
ternative, either  for  social  security  or  for  an  amount  of  investment  in- 
come or  pension  income  in — given  the  nature  of  a  retirement  income 
tax  credit. 

Mr.  Curtis.  Exactly,  and  they  don't  get  them  both. 
Mr.  Surrey.  No,  they  are  in  the  alternative. 
Mr.  Curtis.  Yes. 

Mr.  Surrey.  If  the  social  security  is  larger,  then  that  becomes  the 
larger  exemption. 

Mr.  Curtis.  That  is  right.  And  so  again,  to  repeat  what  I  said  in 
the  beginning,  as  people  increasingly  are  covered  by  social  security 
this  particular  exemption  will  phase  out,  and  it  is  phasing  out. 

Mr.  Surrey.  Yes,  the  retirement  income  credit  would  phase  out. 

Mr.  Curtis.  That  is  what  I  am  talking  about. 

Mr.  Surrey.  To  be  replaced  by  the  social  security. 

Mr.  Curtis.  Exactly.    That  is  all  I  have  said. 

Mr.  Surrey.  Then  the  question,  would  it  not,  become  one  of  whether 
it  would  be  appropriate  to  continue  the  exclusion  of  social  security 
for  those  

Mr.  Curtis.  Oh,  sure,  sure.  But  you  see,  Mr.  Surrey,  how  difficult 
it  is  to  move  the  dialog  forward.  I  wanted  to  go  right  from  there, 
but  I  have  to  spend  all  this  time  trying  to  get  an  agreement  to*  some- 
thing that  I  thought  was  so  obvious.  Yes,  now  we  go  to  the  question 
posed,  but  I  would  stop  by  saying  on  something  that  is  being  phased 
out  and  has  served  an  equitable  purpose,  why  mess  with  that  ?  Direct 
your  attention  to  the  question,  Do  we  want  to  continue  to  include 
social  security  benefits  as  a  nontaxable  gratuity?  We  can  address 
our  further  remarks  to  that,  and  if  you  did  that,  of  course  you  then 
would  phase  out  the  whole  business. 

Mr.  Surrey.  The  difficulty,  Mr.  Curtis — and  I  wouldn't  rest  it  on 
that  alone — is  that  I  don't  think  this  phaseout  that  you  are  suggesting 
is  going  to  come  overnight,  and  consequently  we  would  have  to  con- 
tinue under  this  very  complicated  retirement  income  credit  for  many 
years — even  assuming  an  eventual  phaseout. 

Now,  if  it  were  to  continue  for  5  years,  it  would  still  be  wrong.  If 
it  were  to  continue  for  10  years,  it  would  still  be  wrong. 
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Mr.  Curtis.  Mr.  Surrey,  you  can  eliminate  this  complicated  thing 
to  provide  an  equitable  treatment  of  all  retired  people  by  eliminating 
the  social  security  tax-exempt  treatment.  Because  the  only  reason  for 
this  other  is  to  equalize  those  who  have  social  security.  So  it  is  very 
easy  to  go  on  to  the  next  discussion  of  whether  or  not  your  proposal 
to  phase  out  or  eliminate  the  treatment  of  social  security  payments  has 
a  benefit.  If  you  do  that,  of  course,  you  eliminate  the  thing  that  is 
there  for  equitable  reasons. 

Mr.  Surrey.  Then,  I  think,  if  that  is  the  way  it  can  be  viewed — and 
I  think  essentially  you  are  correct,  that  the  retirement  income  credit 
came  in  as  an  offset  to  social  security — you  can  then  ask  yourself  the 
question  whether  it  is  proper  to  continue  the  exclusion  in  the  groups 
in  which  we  are  suggesting  that  there  be  no  particular  relief.  For 
many  married  couples,  the  tax  increases  would  largely  be  in  the  brack- 
ets, as  I  said  the  other  day,  of  roughly  about  $12,500  and  above. 

Mr.  Curtis.  Mr.  Surrey,  if  you  were  going  to  do  this  for  all  people 
retiring,  say — I  am  just  trying  to  figure  out  a  reasonable  period — 
after  1975,  it  would  seem  to  me  at  least  that  is  an  area  for  discussion. 
But  to  try  to  alter  the  incidence  of  taxation  which  is  so  basic  to  people 
who  really  are  in  retirement  or  have  already  committed  themselves  to 
their  retirement  programs — they  are  within  10  years  of  retirement — I 
regard  as  highly  unfair.  There  is  no  way  they  can  protect  themselves 
on  it. 

I  think  that  your  proposal,  if  it  has  merit — and  it  may  have  merit ; 
there  is  a  lot  in  it  that  attracts  me — should  be  only  somewhat  in  the 
future  so  people  are  given  some  opportunity  of  basing  their  plans. 
Because  I  can't  imagine  anything  really  more  cruel.  Sure,  they  are 
a  small  group  of  people  and  they  are  people  whom  you  can't,  I  suppose, 
get  much  sympathy  for  because  they  are  earning  $15,000  to  $20,000 
or  have  $15,000  to  $20,000  income,  or  something  like  that,  or  whatever 
it  is.  But  living  costs  are  such  today,  and  so  on,  that  even  these 
people  aren't  certainly  living  it  up  in  the  sense  of  being  extravagant, 
and  so  forth.  I  know  many  of  these  families — you  do,  too — where 
they  spend  some  of  their  income  helping  to  educate  grandchildren, 
who  are  interested  in  charities,  and  if  one  looked  at  their  expenditure 
program  one  would,  I  think,  have  the  feeling  that  these  people  are 
not  extravagant  or  wasteful.  But  I  want  to  get  back  to  my  basic 
point.  You  are  altering  their  retirement  situation  and  you  are  doing 
it  by  shifting  benefits  that  you  are  giving  to  people  in  the  same  group, 
people  62  and  65.  You  are  taking  the  tax  benefits  you  are  going  to 
give  to  them  and  paying  for  it,  so  the  Treasury  Department  doesn't 
have  any  loss,  through  hitting  this  other  group. 

I  think  it  is  unconstitutional.  The  only  way  you  can  avoid  that 
conclusion  is  by  taking  away  the  syllogism  which  you  presented  to 
this  committee — I  don't  present  it  in  the  compact  fashion  that  you 
did — and  before  the  courts  say,  "Oh,  no,  we  really  were  not  thinking 
in  these  terms  and  the  fact  that  it  happens  to  even  out  is  a  coincidence." 
That  is  the  only  way  I  think  you  could  avoid  unconstitutionality  with 
such  a  proposal. 

Mr.  Surrey.  Mr.  Curtis,  let  me  address  myself  to  your  question  as 
to  the  unfairness.  In  a  sense,  of  course,  averages  don't  tell  the  whole 
story,  but  let  me  give  some  figures  here.  As  to  the  income  of  these 
people,  as  a  class,  only  about  4  percent  comes  from  pensions.  The 
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balance  comes  from  salaries,  and  business  income,  and  investment 
income. 

Mr.  Curtis.  I  just  want  to  pause  to  make  this  point,  Mr.  Surrey. 
Yes,  many  people  instead  of  taking  out  company  plans,  and  partly 
because  we  never  gave  the  benefit  to  the  self-employed,  have  had  to 
set  up  their  own  retirement  programs,  which  constitutes  this  very  kind 
of  investment  you  are  talking  about.  That  is  the  only  reason  I 
interpose. 

Go  ahead. 

Mr.  Surrey.  I  wanted  to  indicate,  though,  that  it  was  income  that 
didn't  necessarily  flow  only  from  fixed  pensions,  but  it  flows  from 
other  forms.  And,  in  addition,  this  group,  if  you  look  at  their  assets 
as  a  group,  they  would  be  classed  under  a  recent  Federal  Reserve 
Board  study  in  the  top  one-half  of  1  percent  of  all  the  people  in  the 
United  States. 

Mr.  Curtis.  They  are  the  rich. 

Mr.  Surrey.  No,  it  isn't  so  much  

Mr.  Curtis.  I  am  giving  that  term.    They  are  the  "rich." 

Mr.  Surrey.  I  am  giving  it  in  terms  of  assets.  The  assets  are 
in  large  part  liquid  assets.  They  are  not  just  tied  up  in  homes  or 
the  like. 

Mr.  Curtis.  Yes. 

Mr.  Surrey.  Now,  the  question  of  their  ability  to  meet  a  tax  increase 
is  one  aspect  of  the  problem. 

Mr.  Curtis.  In  other  words,  you  are  putting  it  on  the  fact  that 
because  they  can  pay  the  tax,  therefore  that  will  suffice  to  get  the 
tax? 

Mr.  Surrey.  No. 

Mr.  Curtis.  What  is  the  reason  ? 

Mr.  Surrey.  I  was  going  on  to  another  question.    I  was  trying 
to  complete  the  answer. 
Mr.  Curtis.  All  right. 

Mr.  Surrey.  Given  this  wealth  and  given  this  income,  perhaps  there 
should  be  some  comparison  made  with  what  other  people  not  over 
age  65  and  in  brackets  much  lower,  are  paying  today. 

Mr.  Curtis.  But  we  have  already  defined  the  class  of  people  62 
to  65  and  your  presentation  has  it  related  to  that  group  that  you  are 
going  to  give  tax  benefits  to,  one  part  of  the  group,  the  bigger  part, 
and  you  are  going  to  pay  for  it  through  tax  increases  from  the  other. 
So  let's  not  get  out  of  that  logic-tight  compartment  now  by  relating 
it  to  people  not  yet  65  and  what  they  pay  in  taxes  because  you  have 
presented  it  as  a  package. 

Mr.  Surrey.  Yes,  but  I  am  presenting  it  as  a  package  based  upon 
a  certain  rationale,  Mr.  Curtis.  We  now  have  a  system  of  tax  relief 
for  the  aged  that  was  largely,  according  to  the  congressional  debates 
on  this,  intended  to  be  relief  for  the  low-income  aged. 

It  doesn't  happen  to  end  up  that  way.  It  is  relief  that  is  distributed 
throughout  the  entire  group  of  the  aged. 

Now,  what  we  are  suggesting  is  that  this  relief  should  be  confined 
to  what  was  originally  intended.  If  that  is  so,  then  you  have  the 
question  of  how  do  you  accomplish  the  change. 

What  we  are  esssentially  suggesting  is  that  the  relief  be  granted 
to  the  lower  income  group. 
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Now,  when  you  make  a  suggestion  of  that  kind  you  have  to  re- 
structure the  present  system.  What  we  attempted  to  do  is  to  look 
at  the  maximum  relief  that  is  now  being  offered  in  the  lower  brackets 
and  say  let  us  freeze  that  relief  at  that  level  essentially.  But  let  us 
not  continue  that  relief  in  the  upper  brackets  because  it  is,  as  you 
can  see,  open-ended  relief  in  the  future  as  social  security  payments 
continue  to  rise. 

Mr.  Curtis.  Actually  what  you  are  saying  is  because  we  wrote  the 
tax  laws,  as  we  should,  to  apply  to  all  citizens  equally  and  because, 
as  it  always  does  turn  out,  it  affects  citizens  differently  because  of 
different  circumstances,  now  we  want  to  structure  these  exemptions 
and  so  forth  from  the  standpoint  of  looking  at  the  individual  cases 
or  the  selective  cases  of  certain  groups  and  try  to  see  what  actually 
happens  to  them  in  relation  to  what  happens  to  others. 

Now,  I  don't  think  that  we  write  tax  laws  in  this  fashion  nor  should 
we.  I  think  what  we  try  to  do  rather  is  when  we  write  something 
that  is  a  general  rule,  we  are  trying  to  make  it  applicable  across  the 
board  and  do  our-  best  of  course  to  be  equitable  at  the  time. 

Mr.  Surrey.  I  may  add  that  I  think  that  is  one  of  the  problems 
here  because  the  present  relief  is  not  applicable  across  the  board.  It 
is  not  applicable  across  the  board  in  two  senses.  The  basic  one  is 
that  there  is  a  differential  at  age  65. 

Mr.  Curtis.  Sure,  but  as  far  as  the  class  of  age  62  and  65  it  is  the 
same. 

Mr.  Surrey.  No. 

Mr.  Curtis.  Let's  hear  that. 

Mr.  Surrey.  It  isn't  the  same  because  there  is  great  disparity  in 
taxes  that  are  paid  above  age  65  depending  on  the  source  of  your 
income. 

If  your  income  comes  from  wages?  your  taxes  are  higher  than  those 
on  the  same  amount  of  money  received  by  your  next  door  neighbor 
whose  income  may  come  from  other  sources. 

Now,  that  is  not  equal  treatment. 

Mr.  Curtis.  Now  wait  a  second.  But  it  is  equal  treatment  as  far 
as  the  same  kind  of  income.  You  don't  say  because  one  fellow  is 
making  $3,000  a  year,  therefore,  income  that  he  gets  from  a  certain 
source  shall  be  tax  exempt  and  if  another  is  making  $15,000,  therefore, 
income  from  the  same  source  is  taxed. 

Now,  you  don't  do  that. 

Mr.  Surrey.  No. 

Mr.  Curtis.  I  am  afraid  that  is  exactly  what  you  are  getting  into. 
Mr.  Surrey.  No. 

Mr.  Curtis.  You  are  looking  to  see  what  the  total  income  of  the 
person  is  in  determining  how  you  are  going  to  tax  him  for  certain 
kinds  of  income. 

Mr.  Surrey.  No,  no,  not  certain  kinds  of  income,  no. 

Mr.  Curtis.  You  just  differentiated  in  saying  because  there  is  a 
different  impact  on  different  earning  groups  over  65  because  of  where 
they  get  their  income.    That  was  your  syllogism. 

Mr.  Surrey.  No  ;  we  are  correcting  that  so  that  you  would  not  look 
at  the  nature  of  the  income.  In  other  words,  you  would  no  longer 
have  the  fact  that  one  person  over  65  at  $3,000,  $4,000,  of  income  from 
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one  source  is  taxed  differently  than  his  next  door  neighbor  who  has  the 
same  amount  of  income  but  from  another  source. 
May  I  continue,  Mr.  Curtis. 

Mr.  CtJRTis.  Let  me  point  this  out.  I  think  we  are  getting  the  whole 
thing  on  the  record  properly,  but  let  me  point  out  many  older  people 
get  a  lot  of  revenue  in  the  nature  of  gifts  from  their  children.  We 
have  that  kind  of  thing. 

Now,  I  hope  you  don't  start  getting  into  that  sort  of  thing. 

Mr.  Surrey.  No. 

Mr.  Curtis.  Well,  but  you  could  with  the  same  kind  of  logic  that  I 
am  afraid  you  are  following  here.  Your  whole  premise  has  started 
upon  the  fact  that  here  is  a  group  with  a  certain  income  and  here  is  an- 
other group  with  another  income  and  you  are  trying  to  relate  the  taxes 
on  that  basis.  Your  syllogism  is  presented  to  try  to  relieve  the  taxes 
that  are  paid  by  certain  people  under  certain  income  levels  and  pay  for 
that  by  increasing  the  taxes  of  people  over  that  level. 

Mr.  Surrey.  May  I  develop  it  this  way,  Mr.  Curtis  ? 

I  think,  as  I  tried  to  indicate,  our  first  effort  was  to  eliminate  the 
distinctions  between  wages,  which  are  a  form  of  taxable  income,  and 
dividends,  interest  and  pensions,  which  are,  in  effect,  exempt  from  tax 
up  to  a  certain  level.  The  method  we  propose  to  eliminate  the  differ- 
ence in  treatment  between  these  two  is  to  say  that,  instead  of  having 
the  relief  turning  on  the  nature  of  the  income,  as  at  present,  there 
would  be  one  flat  figure  applicable  regardless  of  the  source  of  the  in- 
come.   That  flat  figure  is  $2,300  for  single  and  $4,000  for  married. 

Now,  the  question,  and  it  is  a  simple  question,  that  we  would  like  to 
present  to  the  committee  is  whether  it  is  necessary  to  give  the  addi- 
tional relief,  compared  to  those  under  age  65,  to  people  whose  income 
is  $20,000,  $30,000,  $40,000,  or  $50,000,  because,  and  remember  this, 
only  because  they  are  age  65. 

Now,  that  is  the  basic  question  presented  and  we  can  disagree  on 
that  question.  The  question  is  whether  this  flat  figure  of  $2,300  or 
$4,000  must  be  extended  up  the  entire  income  scale. 

That  is  the  only  question  we  have  been  discussing  I  think. 

Mr.  Curtis.  Well,  we  did  have  many  years  ago  earned  income  credit 
applied  to  everybody  as  to  what  was  the  source  of  income. 

Mr.  Surrey.  This  was  cut  off  at  about  $20,000.    It  phased  out. 

Mr.  Curtis.  I  know.  I  said  we  once  did  have.  We  also  distin- 
guish between  current  income  and  capital  gain  income.  I  wonder  when 
you  are  dealing  with  people  who  are  retired  whether  there  is  this  dis- 
tinction that  should  be  made  between  income  that  comes  from  invest- 
ments, which  is  really  the  result  of  earnings  that  they  have  frozen 
and  saved.  Income  originally  derived  from  work.  I  don't  know  that 
there  would  be  that  reason  with  this  group,  to  be  making  these  kinds 
of  distinction.  This  is  particularly  true  in  light  of  the  fact  that  we 
have  been  so  slow  in  giving  equal  treatment  for  retirement  programs 
of  self-employed,  the  professional  people,  that  we  have  to  the  corpo- 
rate employee.  This  is  another  factor.  Here  we  find  tht  we  have 
forced  the  self-employed  retired  people  to  set  up  their  own  program 
by  direct  investment  rather  than  being  part  of  a  pension  plan. 

Well,  at  least  this  is  on  the  record  for  further  discussion  and  de- 
veloping the  syllogism. 
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Now,  I  would  like  to  ask,  Mr.  Surrey,  whether  or  not  under  these 
proposals  all  moneys  under  this  social  security  system  still  go  into 
general  revenue  ?  They  do  now,  don't  they  ? 

Mr.  Surrey.  Could  I  let — — 

Mr.  Curtis.  No  ;  I  am  talking  to  Treasury  right  now.  I  know  what 
Social  Security  Administration  has  said.  They  call  them  "contribution 
rates,"  you  see.  That  is  a  different  thing  from  tax  that  goes  into  the 
general  revenue.  Frankly  in  my  judgment,  it  is  designed  to  deceive 
the  people,  unless  it  is  true,  and  that  is  what  I  want  to  find  out. 

Are  these  "contribution  rates"  or  are  these  taxes  still  going  to  the 
general  fund? 

Mr.  Surrey.  As  I  understand  it,  the  moneys  collected  go  into  gen- 
eral revenues  and  they  are  automatically  appropriated  to  the  trust 
fund. 

Mr.  Curtis.  All  right,  but  this  "automatic  appropriation"  becomes 
an  interesting  thing  in  light  of  the  constitutional  history  of  the  social 
security  system.  It  was  carefully  devised  as  taxes  that  went  into  gen- 
eral funds,  not  so  automatic  as  one  might  say,  because  Congress  any 
time  it  so  chose  could  interpose  in  the  appropriation  process  and  use 
these  funds  in  the  general  treasury  for  other  purpose.  We  had  this 
come  out  in  the  discussion  before  this  committee  on  the  debt  ceiling 
just  a  few  weeks  ago  when  the  Secretary  of  the  Treasury  suggested 
that  if  we  didn't  give  him  the  debt  ceiling  that  he  wanted  the  benefit 
payments  to  the  social  security  recipients  would  be  affected.  This 
pointed  up  the  fact  that  these  are  in  the  general  revenues. 

I  then  at  the  time  pointed  out,  however,  that  we  had  created  an  inter- 
mediary source;  namely,  the  social  security  trust  fund,  which  was  a 
contingent  fund  to  protect  against  contingencies.  Among  those  con- 
tingencies I  would  assume  would  be  those  where  the  Federal  Govern- 
ment had  so  mishandled  its  fiscal  affairs  that  such  a  situation  might 
occur  where  general  revenues  could  not  cover  all  the  social  security 
benefits.  In  that  fund  is  about  $20  billion  which  is  at  least  equal  to 
1  years  benefit  payment. 

But  that  is  why  I  asked  whether  under  the  proposals  that  are  being 
made  here  do  all  of  these  taxes,  whether  you  call  them  contribution 
rates  or  whatever,  still  go  into  the  general  fund  ? 

Mr.  Surrey.  I  don't  believe  there  is  any  change  in  the  treatment 
presently  existing. 

Mr.  Curtis.  I  notice  logic  being  developed  to  distinguish  between 
the  employers'  tax  and  employees'  tax.  The  employee's  tax  is  the  one 
that  they  are  now  calling  contribution  rates,  right  ? 

That  is  a  tax ;  is  it  not  ? 

Mr.  Surrey.  It  is  structured  as  a  tax,  yes. 

Mr.  Curtis.  Sure  it  is  a  tax,  and  the  only  way  that  the  term  "con- 
tributions" comes  in  is  hopefully  that  an  equivalent  amount  of  taxes 
might  be  paid  to  the  person  in  terms  of  benefits.  Yet  we  know — we 
have  examined  this  before — that  there  isn't  a  full  relation  of  con- 
tributions to  benefits. 

Am  I  not  correct  in  that  observation  ? 

Mr.  Surrey.  Yes.  I  gather  by  full  relation  you  mean  that  the 
benefits  may  be  greater  than  the  contributions. 

Mr.  Curtis.  They  are  considerably  out  of  balance  as  far  as  people 
presently  on  social  security.  I  have  forgotten  what  the  figure  now  is, 
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but  I  think  for  every  dollar  they  paid  in  they  are  getting  out  probably 
around  $15.  And  of  course  with  respect  to  the  people  who  start  into 
the  labor  market  beginning,  say,  in  1970,  age  20,  paying  in  for  the 
next  45  years — it  is  questionable  if  the  system  is  unaltered  as  far  as 
increasing  benefits — it  is  questionable  whether  they  will  get  their 
contributions  cut,  plus  interest,  at  any  rate.  They  may  get  "contribu- 
tions" back. 

Am  I  not  correct  in  that  observation  ? 

I  am  deeply  concerned  of  course  about  what  Treasury  does  in  this 
area.  This  is  a  Treasury  problem.  Yes,  now  I  would  be  happy  to 
hear  Mr.  Ball's  answer. 

Mr.  Ball.  On  the  general  question,  Mr.  Curtis,  it  is  certainly  true 
that  throughout  the  whole  first  generation  of  people  covered  under 
social  security,  the  benefits  that  they  get  as  a  group  are  worth  a  great 
deal  more  than  their  own  contributions,  and  then  the  group  that  is 
starting  out  in  1974,  as  we  have  said  earlier — on  the  assumption  that 
there  is  absolutely  no  alteration  in  the  system — they  as  a  group  would 
pay  about  80  to  85  percent  of  the  value  of  their  benefits,  so  that  there 
would  be  for  them  as  a  group  something  additional  derived  from 
the  employer  contribution. 

Then  again,  testing  this  for  the  person  who  pays  on  the  very  maxi- 
mum amount  of  covered  earnings  over  that  whole  period,  assuming  no 
change  at  all  in  the  benefits,  which  I  have  indicated  seems  to  me  an 
unrealistic  assumption,  he  makes  out  just  about  right  including 
interest. 

All  these  calculations  include  interest,  and  I  think  that  was  the  only 
point  you  addresed  to  me. 

Mr.  Curtis.  I  might  say  there  but  a  comparable  amount  of  money 
which  would  then  include  the  employer's  contribution  in  a  private 
pension  plan,  the  pay  out  on  that  would  be  considerable  more  than 
what  the  prospects  are  under  social  security. 

Mr.  Ball.  No;  employer  pension  plans  are  typically  faced  with 
much  the  same  problem  we  are  dealing  with  here,  Mr.  Curtis,  as  far 
as  the  use  of  the  employer  contribution  is  concerned. 

Very  typically,  in  a  contributory  plan — I  would  say  almost  uni- 
versally— in  starting  a  plan  it  is  considered  necessary  to  give  the 
people  who  are  already  near  retirement  age,  or  everybody  who  has 
been  working  for  the  company  awhile,  credit  for  their  past  service, 
and,  just  as  social  security  does,  that  is  financed  by  the  employer,  so 
that  the  younger  worker  doesn't  get  as  much,  relatively,  out  of  the 
employer  contribution  as  does  the  older  worker. 

It  is  not  thought  of  as  a  matching  contribution. 

Mr.  Curtis.  That  wasn't  the  question,  Mr.  Ball.  I  agree  with  your 
observation,  and  it  is  pertinent  to  some  of  the  material. 

The  question,  though,  was  relating  it  to  the  person  entering,  say, 
in  1970  at  age  20  paying  in  until  he  is  65,  and  you  were  relating  what 
he  gets  in  return  to  what  he  contributes. 

Mr.  Ball.  Right. 

Mr.  Curtis.  And  I  was  then  saying  but  if  you  take  that  and  compare 
it,  if  this  same  amount  of  money  plus  the  employer's  contribution  were 
put  into  a  private  pension  plan,  the  pay  out  is  much  greater  than  what 
you  contemplate  under  social  security. 
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Mr.  Ball.  My  only  point  was,  Mr.  Curtis,  that  what  you  suggest 
isn't  the  way  the  private  plans  operate.  They  don't  put  up  a  match- 
ing amount  of  employer  contribution. 

As  to  the  aggregate  employer  contributions  in  private  plans  rela- 
tively more  goes  for  the  older  people  because  of  giving  them  credit 
for  past  service.  If  you  were  to  do  what  you  say — if  the  employer 
were  to  match  the  contribution  of  the  younger  employee,  which  he  does 
not — your  answer  is  correct. 

Mr.  Curtis.  I  am  simply  relating  two  systems  for  very  obvious 
reasons,  because  I  think  you,  I  would  say  somewhat  unfairly,  relate 
what  a  person  gets  out  of  social  security  only  to  what  he  pays  in  when 
actually  the  system  contemplates  a  double  payment,  the  employer's 
contribution,  so  we  are  relating  what  the  benefits  are  to  the  amount 
paid  in. 

It  should  be  Avhat  the  employee  pays  in  plus  what  the  employer 
pays  in.  I  simply  was  taking  those  amounts  and  relating  them  if  they 
were  in  a  private  pension  plan,  those  amounts  paid  every  year,  what 
the  person  would  get  out.  It  would  be  considerably  more  than  what 
is  contemplated  for  this  equivalent  amount  of  money  paid  into  social 
security. 

Am  I  not  correct? 

Mr.  Ball.  Mr.  Curtis,  I  am  not  sure.  I  don't  think  we  disagree  on 
the  facts. 

Mr.  Curtis.  I  don't  think  we  do  either. 

Mr.  Ball.  But  the  point  is  this :  That  if  you  were  to  test  the  value 
of  the  protection  against  the  combined  employer-employee  contribu- 
tion in  social  security  for  the  youngest  generation,  then  taking  the 
combined  rate,  and  assuming  that  the  system  is  not  changed  at  all  in 
the  future,  which  I  think  is  unrealistic,  your  conclusion  is  correct 
that  young  employees  do  not,  in  those  terms,  get  their  money's  worth. 

My  point  is  also,  though,  that  in  a  private  pension  plan,  as  in  social 
security,  the  employer  pays  relatively  more  for  the  older  worker  and 
doesn't  really  match  the  contribution  of  the  young  employee.  If  you 
had  a  theoretical  system  that  was  only  for  young  people  starting  out, 
and  then  matched  the  employee's  contribution  with  one  from  the  em- 
ployer, then  the  conclusion  that  you  draw  would  be  correct. 

Mr.  Curtis.  That  is  true.  We  can  get  into  all  of  that.  In  fact,  I 
think  I  would  argue  that  I  could  dispell  your  logic  even  here,  but  I 
was  presenting  a  hypothetical  question  simply  to  try  to  find  out  what 
the  amounts  paid  in  were  in  relation  to  the  benefits  that  are  gotten  out. 

Let  me  ask,  Mr.  Surrey,  is  there  any  contemplation  of  taxing  in  any 
way  the  employee  for  the  employer's  contribution  under  the  social  se- 
curity system  as  we  do  in  the  private  pension  plans,  because  it  redounds 
to  his  benefit  to  some  degree,  we  just  found  out.  You  have  a  proposal 
to  do  something  about  

Mr.  Surrey.  That  is  in  a  sense,  Mr.  Curtis,  what  we  are  suggesting 
here. 

Mr.  Curtis.  That  is  what  I  mean. 
Mr.  Surrey.  We  are  suggesting  that. 

Mr.  Curtis.  Well,  that  is  what  I  wish  to  distinguish.  You  are  lim- 
iting this  tax  just  to  the  employee's  contribution,  or  the  combination  of 
the  employees  plus  the  employers. 

Mr.  Surrey,  it  is  the  other  way. 
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Mr.  Curtis.  You  are  not  going  to  tax  them  for  the  employee 
contribution. 

Mr.  Surrey.  No.   We  don't  under  private  pension  plans. 
Mr.  Curtis.  I  know  you  don't.  I  know  you  don't  because  he  is  taxed 
on  that  as  income. 

Mr.  Surrey.  As  he  gets  it. 

Mr.  Curtis.  What  you  are  aiming  at  would  be  the  employer's  contri- 
bution as  it  redounds  to  his  benefit. 
Mr.  Surrey.  And  the  interest. 

Mr.  Curtis.  And  the  interest.  Now,  this  is  the  final  question  I 
would  like  Mr.  Surrey  to  remain  here  for,  because  it  relates  to  this  re- 
quest of  the  6-percent  surtax.  I  was  very  interested  in  your  re- 
sponse— I  think  it  was  yours,  Mr.  Cohen — when  Mr.  Byrnes  was  inter- 
rogating you  on  the  immediate  impact  of  this  program.  This  has  to 
do,  of  course,  with  the  timeliness — and  I  will  be  getting  later  to  the 
long-range  implications — when  you  said  that  "inflationary  forces  had 
dampened." 

Now,  I  happen  to  be  on  the  Joint  Economic  Committee  and  we  are 
right  now  engaged  in  writing  our  report  on  the  President's  Economic 
Report.  I  must  say  I  see  no  indication  in  the  President's  Economic 
Report,  and  I  am  glad  I  don't,  of  any  feeling  that  inflationary  forces 
have  dampened. 

Quite  the  contrary,  I  would  say  that  they  are  being  a  little  more 
realistic  as  to  what  the  problems  are  in  inflation  a  little  more  realistic 
than  they  were  a  year  ago. 

Now,  how  basic  a  part  of  the  HEW  proposals  as  to  timeliness  is  on 
this  assumption  that  inflationary  forces  have  dampened  ?  Are  you  at 
loggerheads  with  the  Council  of  Economic  Advisers  and  the  admin- 
istration in  regard  to  their  economic  concepts  of  inflation  ? 

Mr.  Cohen.  Perhaps  I  could  answer  the  question  in  this  way.  I 
believe  when  we  were  before  the  committee  m  executive  session  last 
year  the  council  and  the  Treasury  Department,  our  Department,  the 
administration  were  much  concerned  that  the  inflationary  forces  might 
rise  even  more  rapidly  than  they  have  in  the  ensuing  period.  I  think 
that  is  what  I  meant  in  terms  of  dampening. 

Mr.  Curtis.  Let  me  pause  on  that.  This  is  even  more  interesting. 
You  mean  that  the  administration  last  year  thought  that  inflationary 
forces  were  greater  than  people  like  myself  thought  ?  I  want  to  say 
we  were  having  a  hard  time  getting  the  administration  to  recognize 
there  were  inflationary  forces,  so  this  comes  as  great  news. 

Didn't  I  understand  it  ? 

Mr.  Cohen.  I  didn't  necessarily  mean  you,  Mr.  Curtis. 

Mr.  Curtis.  No;  by  me,  I  also  mean  others  in  the  Congress,  people 
who  were  trying  to  say,  "Look,  Mr.  President,  we  have  inflation." 

I  am  talking  about  the  Federal  Reserve  Board  in  December  1965 
trying  to  say  we  have  inflation,  and,  Mr.  Surrey,  the  Secretary  of  the 
Treasury  was  telling  us,  "Oh,  no,  you  don't  have  to  worry  about 
these  things."  The  President's  Economic  Report  last  year  indicated 
that. 

So  this  comes  as  an  interesting:  statement.  When  you  say  that  in 
the  executive  branch  there  wTere  thoughts  that  the  inflationary  forces 
were  even  greater  than  they  turned  out  to  be  in  1966. 

Mr.  Cohen.  I  am  only  speaking  in  relation  to  the  point  in  executive 
sessions  when  we  were  concerned  about  inflationary  forces  and  at 
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the  same  time  the  influx  into  the  economy  of  the  social  security  bene- 
fit increase  without  time  to  plan  any  compensating  actions. 

Mr.  Curtis.  Can  you  give  me  the  date  of  those  discussions  %  That 
will  help. 

Mr.  Cohen.  I  think  that  it  was  in  October. 
Mr.  Curtis.  October  of  1966. 
Mr.  Cohen.  October  of  1966,  yes. 

Mr.  Curtis.  This  really  was  the  Consumer  Price  Index  indication 
of  what  was  going  on? 
Mr.  Cohen.  Yes. 

Mr.  Curtis.  You  just  in  consultation  thought  that  the  forces  might 
be  greater  than  they  turned  out  to  be  in  December  and,  say,  January. 

Mr.  Cohen.  And  my  point  is  really  quite  simple  in  relation  to  that. 
When  the  question  of  the  social  security  increase  was  being  considered, 
to  have  added  the  social  security  increase  at  that  point  in  time  without 
any  other  compensatory  relationship  or  without  any  other  program 
modifications,  we  were  duly  concerned,  as  I  think  you  were,  that 
that  might  have  tipped  the  scales  very  importantly  at  that  time  in 
accelerating  the  inflationary  forces. 

Now,  when  I  testified  yesterday  I  was  saying  that  in  the  interim 
period  we  had  had  an  opportunity  to  discuss  with  the  Council  of 
Economic  Advisers  and  the  Treasury  Department  the  totality  of  our 
programs,  including  the  income  tax  proposals,  and  therefore  we 
thought  that  we  had  a  program  that  took  all  of  those  factors  into 
account  after  reflection. 

Mr.  Curtis.  But  the  testimony  before  the  Joint  Economic  Com- 
mittee, and  I  think  the  President's  Report  reflects  it,  indicates  quite 
clearly  that  the  inflationary  forces  have  shifted  from  the  demand 
type  very  heavily  over  into  the  cost  push  variety.  What  most  of  the 
economists  seem  to  be  looking  to  is  the  impact  of  the  cost  push,  which 
has  led  some  people  to  say  we  could  have  the  strange  combination  of 
a  downturn  in  the  economy  and  gross  national  product  with  continued 
inflation  to  some  degree  resulting  from  these  cost  push  factors.  So 
when  you  said  inflationary  forces  are  dampening  I  think  I  might 
agree  with  you  in  saying  that  some  aspects  of  demand  forces  have 
dampened,  but  I  would  argue  that  in  their  stead  are  much  heavier 
forces  on  the  cost  push  side. 

Mr.  Cohen.  Yes,  and  I  wouldn't  want  my  statement  to  in  any  way 
imply  that  we  are  any  less  concerned  about  those  inflationary  forces ; 
but  rather,  that  the  program  that  the  administration  is  proposing,  in 
its  total  budget  impact  as  well  as  in  the  relationship  between  the  social 
security  changes  and  the  taxing  changes,  is  a  program  thought  through 
in  its  entirety  that  bears  a  reasonable  relationship  to  our  economy. 

Mr.  Curtis.  Mr.  Surrey,  though,  when  you  present  a  proposal  of 
6-percent  surtax,  this  is  medicine  perhaps  for  demand  type  inflation, 
but  has  very  little  bearing  on  the  cost  push.  This  is  where  I  find  the 
administration's  programs,  particularly  this  one,  which  I  want  to  ex- 
amine in  a  little  more  detail,  quite  inappropriate  and  seems  to  be  lack- 
ing in  a  real  comprehensive  study.  You  want  to  comment  ? 

Mr.  Surrey.  Well,  I  would  simply  say  that  the  social  security  pro- 
gram before  you  is  a  program  obviously  designed  to  deal  with  matters 
and  problems  within  the  social  security  system. 

I  think  certainly  the  viewpoint  of  the  Treasury  is  that  it  should  be 
judged  on  its  own  merits  and — may  I  continue  ? 
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Mr.  Curtis.  I  am  interrupting  only  because  I  want  you  to  direct 
your  attention  to  my  question.  You  remember  I  said  my  first  line  of 
questioning  was  on  the  timeliness.  My  second  line  will  be  on  the  lan- 
guage and  all  my  questions  here  are  on  the  timeliness. 

Mr.  Surrey.  And  I  was  going  to  answer  that  question. 

Mr.  Curtis.  All  right, 

Mr.  Surrey.  So  I  say  that  the  program  is  one  that  can  be  dealt  with, 
and  should  be  dealt  with,  on  its  merits. 

Now,  in  developing,  as  Secretary  Cohen  says,  the  overall  adminis- 
tration program,  the  6-percent  surcharge  assumes  the  enactment  of 
the  President's  proposals  with  respect  to  social  security.  Taking 
those  into  account,  the  recommendation  was  made  for  a  6-percent  sur- 
charge. It  seems  to  me  that  one  can  consider  the  6-percent  surcharge 
on  its  own  merits  in  the  light  of  its  relationship  to  the  economy  at  the 
appropriate  time  and  in  the  light  of  whatever  are  the  results  with  re- 
spect to  the  social  security  program. 

Mr.  Curtis.  But  direct  your  attention  to  the  point  I  have  been 
making,  that  the  inflationary  forces  have  shifted  from  demand  type 
heavily  into  the  cost  push  and  the  applicability  of  the  6-percent  sur- 
tax to  that  in  conjunction  with  this  proposal  of  tax  increase  as  well 
as  the  expenditure  side  of  the  thing  at  this  particular  time. 

Mr.  Surrey.  I  don't  think  this  is  the  place  to  consider  whether  that 
economic  program  is  responsive  to  the  conditions  that  you  think  exist 
or  the  conditions  that  others  may  think  exist.  You  have  had  the  hear- 
ings in  the  Joint  Economic  Committee  and  undoubtedly  you  will  have 
hearings  in  connection  with  any  economic  program. 

Mr.  Curtis.  Yes,  but,  Mr.  Surrey,  this  is  the  legislative  committee. 
The  Joint  Economic  Committee  is  just  hopefully  helpful  in  objective 
factfinding  and  the  legislative  committee  has  to  reach  the  conclusions. 
I  would  like  to  have  had,  and  still  hope  we  do  have,  the  Council  of 
Economic  Advisers  come  before  us.  I  would  like  to  know  a  little  more 
what  went  on  in  consultation  between  HEW,  Treasury,  Council  of 
Economic  Advisers,  and  I  would  think  the  Department  of  Labor. 
Maybe  they  were  in  on  these  things. 

Mr.  Cohen.  They  were ;  yes,  sir. 

Mr.  Curtis.  To  see  what  your  assumptions  are.  You  see,  we  don't 
get  your  working  papers  and  that  is  what  I  would  like  to  have,  some 
Avorking  papers,  so  that  we  can  examine  and  cross-examine,  if  it  is  nec- 
essary, on  some  of  these  assumptions.  But,  you  see,  we  don't  have 
them.  Sure,  we  can  get  a  lot  of  this  material  supplied  for  the  record, 
and  I  hope  it  will  be.  Then  maybe  in  executive  session  we  can  develop 
these  things.  But  how  much  better  it  would  be  if  the  administration, 
in  presenting  its  opening  case,  would  come  forward  with  some  of  these 
assumptions.  We  are  the  people's  representatives  conducting  a  public 
hearing.  The  public  ought  to  know  about  your  assumptions,  too. 
But  we  have  to  dig  these  assumptions  out  like  extracting  teeth,  almost, 
to  even  get  them  out  in  the  open  so  we  can  talk  about  them  hopefully 
with  some  intelligence. 

Mr.  Surrey.  What  I  was  suggesting,  Mr.  Curtis,  was  that  the  Joint 
Economic  Committee  has  obviously  developed  a  background  for  any 
legislative  considerations  by  this  committee  of  appropriate  tax  recom- 
mendations. At  that  time,  of  course,  the  questions  you  would  want  an- 
swered with  respect  to  the  assumptions  of  that  program  would  become 
relevant. 
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Mr.  Curtis.  One  other  comment  just  to  point  this  up.  It  was  very 
interesting  in  your  presentation  of  hospital  costs  that  this  very  grave 
problem  of  cost  push  was  so  clearly  presented.  If  I  recall  your  testi- 
mony yesterday,  Mr.  Ball  and  Mr.  Myers,  you  were  saying  that  these 
costs,  the  wage  costs,  were  going  up  beyond  productivity  increases,  and 
this  would  continue  because  wages  are  still  low  in  the  hospital  field. 

I  happen  to  think  that  this  is  going  to  continue  and  should,  in  my 
own  judgment.  I  felt  that  for  years  we  had  to  assume  that  the  wage 
scales  in  these  areas  were  too  low  and  if  we  were  going  to  do  a  good  job 
here  they  are  going  to  continue  to  go  up.  But  it  pinpoints  this  imme- 
diate problem  that  faces  us  in  1967,  the  very  heavy  problems  in  the  cost 
push  area.  Now,  the  President,  in  his  Economic  Report,  I  am  glad, 
did  abandon  the  idea  in  his  wage-price  guidelines  of  setting  figures,  but 
he  didn't  abandon  the  economic  concept  of  not  getting  prices  and  wage 
increases  beyond  productivity  increases.  Yet  here  in  this  big  area  we 
see  these  tremendous  pressures  which  complicate  the  financing  of  this 
particular  program,  medicare,  and  will  be  further  aggravated  if  infla- 
tion is  heavy  this  year.  This  leads  me  to  an  area  where  I  am  in  full 
accord.  This  committee  should  at  least  increase  social  security  bene- 
fits to  compensate  for  the  recent  inflationary  increases.  And  I  would 
like  to  get  your  figures  on  what  that  should  be,  but  I  want  you  to  relate 
it  not  to  the  Consumer  Price  Index,  which  applies  to  the  market  basket 
for  the  whole  public,  but  the  market  basket  of  our  older  people  where 
health  costs  are  a  much  higher  part  than  the  other  age  groups. 

In  other  words,  what  has  the  inflationary  impact  been  on  them  in 
respect  to  the  things  that  they  must  purchase  and  what  should  the 
increase  in  the  social  security  benefits  on  a  percentage  basis  be  to  com- 
pensate for  that?  We  increased  it  last  in  1965.  We  were  a  little 
bit  behind  there  from  what  we  did  in  1958.  But  very  properly,  I 
think,  you  have  pointed  out  that  the  medicare  benefits  have  come  in 
and  should  be  given  some  consideration  in  computing  increased  bene- 
fits. And  this  is  right.  But  I  would  like  to  get  for  discussion  in  the 
executive  sessions  statistics  on  cost  of  living.  How  much  should  we 
increase  to  take  care  of  the  inflationary  impact  since  we  last  increased 
it  ?  We  can  do  that,  can't  we  ? 

Mr.  Ball.  Mr.  Curtis,  we  will  certainly  do  our  best  to  estimate  what 
that  would  be  in  relation  to  a  cost  of  living  index  for  older  people 
only.   As  you  know,  there  is  no  such  true  index  in  existence. 

Mr.  Curtis.  I  know. 

Mr.  Ball.  We  have  been  working  with  the  Labor  Department  in 
that  direction,  but  it  is  not  yet  ready.  We  will  do  our  best  to  make 
some  estimates  in  that  direction.  Of  course,  I  am  sure  you  under- 
stand that  the  President's  basic  proposal  is  based  on  the  thought 
that  what  is  very  much  needed  is  an  improvement  in  the  real  value  of 
the  social  security  benefits. 

If  you  go  back  to  1940 ;  that  is,  when  the  program  first  started  to 
pay  monthly  benefits,  benefit  increases  have  somewhat  exceeded  cost- 
of-living  increases — but  not  by  very  much.  We  think  that  as  to  the 
standards  of  what  constitutes  a  reasonable  retirement  and  survivors' 
and  disability  benefit,  the  standards  of  1940  aren't  good  enough  for 
1967,  and  cost-of-living  increases,  of  course,  merely  maintains  those 
standards. 

Mr.  Curtis.  I  am  willing  to  listen  to  that ;  1958  wasn't  a  particular- 
ly good  benchmark,   Maybe  1940  is.   But  I  hope  we  will  have  data 
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on  this.  One  specific  question.  There  have  been  a  number  of  peo- 
ple that  have  been  talking  about  putting  these  escalator  clauses  in, 
and  many  bills  have  been  introduced  into  the  Congress  to  do  this.  I 
personaly  shudder  to  think  of  such  a  thing,  but  I  wondered  what  po- 
sition the  administration  has  on  that. 

Mr.  Ball.  We  have  not  proposed  an  escalation  clause,  Mr.  Curtis, 
primarily,  I  would  say,  because  of  our  feeling  that  the  real  need  is  for 
an  improvement  that  goes  way  beyond  cost  of  living  increases.  And 
then,  once  the  benefits  were  at  that  more  adequate  level,  the  ques- 
tion of  whether  they  should  be  kept  up  to  date  automatically,  as  we 
were  saying  the  other  day,  depends  on  our  judgment  of  whether  it 
is  better  to  leave  a  little  more  flexibility  in  what  we  do  about  benefits 
as  earnings  rise  and  there  is  a  possibility,  without  changing  the  con- 
tribution rates,  of  some  improvement — to  leave  open  whether  one 
should  just  automatically  increase  the  level  of  what  now  exists  or 
whether  there  might  be  an  advantage  in  being  able  to  differentiate  and 
to  improve  the  program  in  some  ways,  not  exactly  in  proportion  to 
every  benefit  that  now  exists.  You  might,  for  example,  want  to  put 
more  into  disability  benefits,  or  more  into  the  widows'  benefit.  At  this 
point  we  feel  there  is  something  to  be  said  for  the  greater  flexibility 
of  ad  hoc  review. 

Mr.  Curtis.  I  think  so  too,  certainly  until  we  understand  what  we 
are  talking  about.  I  am  finished  with  Mr.  Surrey.  I  wanted  to  go 
on. 

The  Chairman.  Let's  see  if  there  are  any  other  questions,  if  you  will 
yield  then. 

Mr.  Curtis.  Certainly. 

The  Chairman.  Are  there  any  other  questions  of  Mr.  Surrey  ? 
Mr.  Broyhill. 

Mr.  Broyhill.  Mr.  Surrey,  you  said  with  somewhat  of  a  smile  dur- 
ing your  testimony  that  one  of  the  reasons  for  the  tax  proposal  was  to 
eliminate  the  complications  of  page  4  of  the  tax  return. 

Mr.  Surrey.  Yes. 

Mr.  Broyhill.  Would  you  like  to  carry  that  logic  out  further  to 
other  pages  of  the  tax  return  ? 

Mr.  Surrey.  I  wish  we  could,  but  I  would  like  to  start  on  one  page 
at  a  time  and  accomplish  that. 

Mr.  Broyhill.  I  think  it  would  help  a  lot  of  people  if  you  eliminated 
the  complications  on  some  of  the  other  pages,  even  if  it  means  tax  re- 
duction. I  have  never  had  any  complaint  from  any  recipient  of  social 
security  about  the  social  security  payments  being  tax  free.  I  have  from 
recipients  of  other  retirement  benefits. 

The  thrust  of  this  proposal  is  to  equalize  or  eliminate  the  inequity 
that  now  exists  between  social  security  and  other  retirements,  is  that 
right? 

Mr.  Surrey.  Yes,  sir,  to  eliminate  the  inequity  between  social  secu- 
rity and  other  retirement  payments,  other  forms  of  income,  and  the 
like. 

Mr.  Broyhill.  Actually  there  are  some  recipients  of  social  security 
benefits  who  will  receive  less.  This  will  eliminate  some  of  those  exemp- 
tions, will  it  not,  if  he  is  in  the  higher  brackets  ? 

Mr.  Surrey.  If  he  is  in  the  higher  brackets,  yes,  sir. 
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Mr.  Broyhill.  Is  there  any  instance  of  anyone  over  65  who  would 
receive  less  tax  relief  from  other  retirement  benefits  than  he  would  be 
receiving  from  social  security  ? 

Let  me  phrase  it  another  way.  Right  now  there  is  a  difference,  but 
under  your  proposal  by  increasing  the  total  exemption,  bringing  in  all 
retirement  income  and  treating  it  alike  

Mr.  Surrey.  As  far  as  we  can  see,  all  forms  of  income  would  be 
treated  alike  under  our  proposal. 

Mr.  Broyhill.  But  you  do  refer  in  your  statement  to  the  fact  that 
no  one  would  receive  less  exemption  than  he  now  has  under  social  secu- 
rity except  in  the  high  brackets. 

Mr.  Surrey.  What  I  said  was  that  no  person  who  is  receiving  only 
social  security  benefits  or  railroad  retirement  benefits  will  become  sub- 
ject to  tax  under  this  proposal. 

Mr.  Broyhill.  But  that  is  the  only  group. 

Mr.  Surrey.  Yes ;  only  the  higher  bracket  taxpayers  will  receive  less 
exemption  than  they  now  have  through  the  exclusion  of  social  security 
from  tax. 

Mr.  Broyhill.  Now,  in  the  case  of  those  who  retire  before  65  under 
social  security,  whether  it  be  at  age  62  or  through  disability  you  did 
state  that  that  would  not  be  affected. 

Mr.  Surrey.  Disability  payments  would  not  be  affected.  Presently 
for  the  group  below  age  65,  there  is  also  a  social  security  exclusion  for 
retirement  type  payments  and  to  match  that,  there  is  also  an  eligibility 
for  the  retirement  income  credit  for  those  people  who  have  public 
pensions. 

What  we  are  suggesting  is  that  both  of  those  be  replaced  by  a  flat 
$1,600  allowance,  which  is  the  equivalent  of  the  maximum  being  ob- 
tained today. 

Mr.  Broyhill.  That  is  what  you  wanted  to  clarify.  Under  65  with 
the  social  security  disability,  or  early  social  security  retirement,  or  pri- 
vate industry  or  civil  service,  there  would  be  a  $1,600  exemption  on  all 
of  them? 

Mr.  Surrey.  Disability  just  isn't  affected  at  all.  No  disability  pay- 
ments would  be  taxable.  This  matches  the  sick  pay  exclusion  granted 
private  disability  pensions. 

Mr.  Broyhill.  Social  security  disability  payment  is  exempt  now. 

Mr.  Surrey.  It  is  exempt  and  would  stay  exempt. 

Mr.  Broyhill.  But  there  would  be  a  $1,600  exemption  at  65  for  the 
retirement? 

Mr.  Surrey.  The  $1,600  under  age  65  would  be  for  the  retirement 
under  social  security  at  age  62. 

Mr.  Broyhill.  All  right.  Mr.  Curtis  may  have  asked  this  ques- 
tion— I  don't  know — but  on  page  2  about  the  middle  of  the  page  you 
state  that  

Recognizing  that  expectation  provisions  for  the  elderly  are  based  upon  the  spe- 
cial financial  needs  associated  with  old  age  .  .  . 

What  do  you  mean  by  the  special  financial  needs  associated  with  old 
age,  other  than  medical  care  ? 

Mr.  Surrey.  Medical  care  is  a  part  of  it.  The  medical  budgets,  as  I 
understand  it,  for  the  aged  do  differ  materially  from  those  in  younger 
groups.  Some  of  it,  of  course,  is  compensated  for  by  the  medicare 
payments. 
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Then  there  is  a  loss  of  earning  capacity,  so  that  there  isn't  that 
flexibility  in  the  lower  income  groups  for  meeting  the  problems  and 
emergencies  that  can  come  up.  It  is  the  general  combination  of  more 
medical  expenses,  more  emergency  expenses,  and  this  loss  of  earning 
power  that  may  coincide  to  produce  special  financial  problems  for  the 
elderly, 

Mr.  Broyhill.  I  like  the  thrust  of  the  proposal  insofar  as  it  will 
eliminate  inequities  that  now  exist  between  different  types  of  retire- 
ment systems.  But  you  referred  to  different  tax  treatment  of  per- 
sons over  65  who  are  working  than  those  who  are  retired  and  living  on 
annuities. 

The  persons  who  receive  income  from  other  annuities,  interest,  and 
royalties  get  the  maximum  social  security,  but  those  who  don't  have 
the  benefit  of  that  income  have  their  social  security  benefits  reduced 
when  they  work  to  earn  comparable  income.  Tour  proposal  does 
nothing  to  correct  that  inequity. 

However,  what  I  am  worried  about  now  is  a  person  who  let's  say  is 
65  years  of  age  and  who  has  no  children.  You  show  on  page  11  that 
the  minimum  income  that  would  be  tax  free  would  be  $5,777  or  some- 
thing like  that,  so  let's  round  it  out  at  $6,000. 

A  couple  over  65  with  no  children  receiving  a  $6,000  a  year  income 
would  have  no  income  taxes  to  pay.  A  young  couple  with  two  chil- 
dren receiving  $6,000  a  year  income  would  have  approximately,  and  I 
just  have  an  estimate  here,  $600  a  year  income  tax  and  at  the  same  time 
they  would  be  paying  a  substantial  amount  into  social  security,  and 
would  in  effect  be  paying  a  substantial  amount  toward  the  medical 
benefits  of  a  couple  over  65. 

Now,  here  is  a  young  couple  with  two  children  to  educate  paying 
$600  a  year  income  tax.  The  couple  over  65  years  having  no  taxes 
to  pay  gets  medical  benefits,  hospitalization,  absolutely  free. 

Now,  the  question  I  have  been  asked  is  where  is  the  equity  ? 

Mr.  Surrey.  You  are  asking  a  question  that  goes  to  the  policies  that 
have  been  followed  up  to  now ;  that  is,  that  there  should  be  some  in- 
come tax  relief  on  the  basis  of  age  differentials,  age  levels.  What  we 
were  directing  ourselves  to  was,  assuming  that  this  policy  is  to  be  con- 
tinued by  the  Congress,  the  question  of  how  to  structure  that  policy  in 
a  fair  and  appropriate  manner  with  respect  to  those  over  the  age  of  65. 

We  were  not  asking  that  the  basic  question  of  whether  there  should 
be  any  relief  for  people  over  age  65  be  reexamined  in  connection  with 
our  proposal. 

In  a  sense  we  were  trying  to  deal  with  what  we  thought  was  the  most 
cerious  aspect  of  the  present  decision  that  there  should  be  relief  under 
the  tax  system  for  those  over  65  and,  assuming  that  remains  the  basic 
decision,  how  can  that  relief  be  structured  for  the  group  over  65 
in  as  fair  and  as  simple  and  as  nondiscriminatory  a  manner  as  possible. 
The  whole  matter  is  complicated  and  just  addressing  ourselves  to  that 
task  we  thought  was  important  and  the  accomplishment  of  that  goal 
we  thought  would  be  very  important  . 

Mr.  Broyhill.  I  certainly  am  not  quarreling  with  the  major  aspects 
of  what  you  propose  to  do  here  because  I  want  to  correct  some  of  these 
inequities  too.  But  it  does  concern  me  that  some  people  over  65  years 
of  age  who  are  healthy  and  enjoying  gainful  employment  are  receiving 
special  tax  treatment  at  the  expense  of  those  in  younger  brackets  that 
are  having  to  educate  their  children. 
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I  have  one  brief  question  to  ask  Mr.  Cohen  or  Mr.  Ball  concerning 
the  bill  that  we  introduced  last  year  that  was  sponsored  by  the  admin- 
istration, making  hospitalization  benefits  available  to  Federal  employ- 
ees on  a  voluntary  basis. 

That  is  not  included  in  the  bill  this  year  \ 

Mr.  Cohex.  That  is  right.  They  are  not  included  in  the  bill  this 
year. 

Mr.  Broyhill.  The  administration  still  supports  that  concept  \ 
Mr.  Cohex.  Well,  I  think  we  recognize  that  there  are  certain  prob- 
lems that  have  to  be  worked  out  in  connection  with  the  coverage.  We 
hadn't  worked  them  out  by  the  time  this  bill  was  introduced,  and 
they  involve  both  consideration  of  relationships  between  the  health 
benefits  for  Federal  employees  and  the  social  security  health  insurance 
benefits  and  they  also  involve  some  moneys  out  of  general  revenues,  so 
that  it  was  more  complicated  than  could  be  handled  in  this  bill.  Of 
course,  if  the  committee  should  decide  in  executive  session  that  you 
wanted  to  take  those  up,  we  would  be  prepared  to  discuss  them  at 
that  time. 

Mr.  Broyhill.  One  more  question,  Mr.  Chairman.  Mr.  Ball,  a 
person  who  works  after  the  age  of  65 — now  we  are  talking  about  a 
person  who  probably  earns  enough  to  lose  all  of  his  social  security 
benefits — continues  to  pay  social  securitv  tax,  is  that  right? 

Mr.  Ball.  Yes,  Mr.  Broyhill. 

Mr.  Broyhill.  And  even  though  he  is  paying  more  into  the  social 
security  fund  his  benefits  will  decline  because  actuarially  he  is  not  going 
to  be  around  as  long  to  receive  the  benefits,  is  he  ?  If  he  works  from 
65  to  TO  pays  more  into  the  system  and  he  recives  less?  If  he  retires 
before  65  and  does  not  pay  any  more,  and  would  not  pay  any  more 
interest,  of  course  he  would  receive  less  benefits.  You  have  that  worked 
out  on  a  formula. 

Mr.  Ball.  Yes. 

Mr.  Broyhill.  Why  wouldn't  you  actually  increase  his  benefits  if 
he  continues  to  work  longer  and  pays  more  into  the  system  when  you 
recognize  that  by  retiring  earlier  he  is  going  to  receive  benefits  for  a 
longer  period  of  time.  He  is  going  to  be  paying  less  into  the  system 
if  he  retires  earlier.  Therefore  he  should  reecive  reduced  benefits. 

Why  wouldn't  that  same  concept  or  philosophy  work  for  the  fellow 
who  works  until  he  is  70  ? 

Mr.  Ball.  I  think.  Mr.  Broyhill,  the  present  practice  is  inherent  in 
the  concept  that  the  program  is  a  retirement  system  and  is  set  up  to  be  a 
replacement  of  earned  income  rather  than  a  straight  annuity.  It  is 
almost  inherent  in  the  idea  that  benefits  are  going  to  be  paid  only  if 
the  individual  retires  that  a  person  who  is  fortunate  enough  to  be  able 
to  keep  working  after  65,  if  that  is  what  he  wants  to  do,  will  end  up 
with  a  total  benfit  over  his  life  expectancy  of  less  than  the  person  who 
usually,  not  through  his  own  desire,  but  for  one  reason  or  another,  has 
to  take  the  benefit  at  the  age  of  first  eligibility. 

If  you  were  to  do  what  you  suggest — and  we  have  given  some  thought 
<"0  it;  I  wouldn't  say  that  one  couldn't  change  the  principle  in  that 
direction  and  have  some  merit  in  it — but  if  you  were  to  do  it  and  add 
an  increment  that  was  the  actuarial  equivalent  of  having  given  up  those 
benfits,  it  would  cost  as  much  as  if  you  abolished  the  retirement  test 
altogether  obviously.    All  the  individuals  who  worked  would  still 
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get  just  as  much  in  total  over  their  life  expectancy  as  if  they  had 
drawn  the  benefits  as  the  very  beginning,  so  it  would  have  the  same 
cost  effect  as  having  no  retiremnt  test  at  all.  That  means  about  a  $2 
billion  a  year  extra  cost  now,  and  more  in  the  long  run  and  about 
seventh-tenth  of  1  percent  of  payroll.  Of  course,  you  could  do  it  on  less 
than  an  actuarial  basis.  You  could  give  the  individual  somewhat  more 
if  he  didn't  work  without  giving  him  the  actuarial  equivalent. 

Mr.  Broyhill.  This  is  the  only  retirement  system  in  which  this  is 
the  case,  isn't  it  ?  In  any  other  retirement  program  the  longer  you 
work,  the  more  you  pay  into  it,  the  more  you  receive,  isn't  that  true  ? 

Mr.  Ball.  I  think  most  of  them  set  the  amount  at  whatever  the  age 
of  first  eligibility  for  a  full  pension  is,  usually  65,  and  if  the  indi- 
vidual works  after  that  in  most  plans  it  does  not  operate  to  increase 
his  benefit. 

I  believe  that  is  right  in  most  situations. 

Mr.  Myers.  That  is  correct,  Mr.  Broyhill.  It  is  not  true,  however, 
in  the  civil  service  retirement  system,  but  in  the  majority  of  private 
pension  plans  that  employers  have  established  in  this  country,  when 
the  person  reaches  the  normal  retirement  age,  which  is  usually  65, 
the  pension  amount  is  frozen  at  that  point,  and  if  he  works  on  for  a 
few  years,  he  just  loses  the  pension  during  that  period. 

However,  he  gains  his  wages  and  when  he  does  retire  he  gets  the 
same  pension  amount  as  if  he  had  retired  at  the  normal  retirement  age. 

Mr.  Broyhill.  Does  he  continue  to  pay  into  the  system  if  he  con- 
tinues to  work  ? 

Mr.  Myers.  No;  that  is  one  point  of  difference.  In  most  private 
retirement  systems,  the  contributions  also  stop  at  65. 

Mr.  Broyhill.  Actually,  this  is  really  more  of  a  welfare  program 
than  it  is  an  insurance  program,  isn't  it? 

Mr.  Ball.  No  ;  I  don't  believe  it  is,  Mr.  Broyhill. 

Mr.  Broyhill.  Mr.  Surrey  said  it  was. 

Mr.  Ball.  I  think  it  is  a  social  insurance  program  that  in  some 
aspects  provides  benefits  that  are  very  closely  related  to  contributions, 
but  at  the  same  time  has  some  weighting  for  people  at  lower  wages 
and  some  weighting  for  people  who  are  in  the  first  generation  of  con- 
tributors and  weren't  able  to  pay  their  own  way. 

On  the  particular  point  that  Mr.  Myers  just  mentioned,  just  to 
round  out  the  record — the  difference  between  an  individual's  paying 
after  65  in  social  security  as  against  freezing  the  benefits  at  65  in  the 
private  plans  and  then  not  paying  contributions  after — it  is  also  true 
that  an  individual  may  gain  significantly  in  social  security  by  the 
earnings  that  he  has  after  65. 

Take  a  person  earning  up  near  this  new  higher  wage  base,  for 
instance,  that  has  recently  gone  into  effect — the  $6,600  that  went  into 
effect  in  1966.  If  he  is  earning  above  that  amount  after  age  65,  the 
fact  that  he  is  paying  on  these  higher  earnings  will  increase  his  benefit. 

In  the  1965  amendments  there  was  a  provision  for  an  automatic 
recomputation  of  his  benefits  and  we  send  him,  therefore,  a  larger 
check  for  these  higher  earnings  and  for  his  having  contributed. 

That  won't  occur  in  all  cases,  but  it  can  be  quite  significant,  in  terms 
of  higher  benefits,  for  an  individual  to  pay  on  his  earnings  past  65. 

Mr.  Broyhill.  Would  it  not  be  fairer  to  the  insured  or  the  person 
paying  into  social  security  to  charge  to  the  general  revenue  the  cost 
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©f  these  increases  in  minimum  benefits  which  are  not  based  on  the  ac- 
tuarial principle  as  to  what  the  beneficiaries  paid  into  the  fund.  I 
recognize  that  from  time  to  time  we  have  to  increase  the  minimum 
benefit,  but  if  the  cost  to  the  trust  fund  of  doing  so  could  be  charged  to 
the  general  revenues  so  that  those  who  do  pay  in  the  full  amount  could 
receive  more,  would  they  not  receive  a  greater  benefit  out  of  the 
system  ? 

Mr.  Ball.  Oh,  yes,  if  any  part  of  the  present  program  were  to  be 
financed  from  general  revenues,  then  with  the  same  contribution  rates 
it  would  be  possible,  obviously  to  increase  benefits  for  people  generally. 

Mr.  Broyhill.  Why  wouldn't  you  consider  a  proposal  that  the 
welfare  portion  of  social  security  be  paid  for  out  of  general  revenue 
and  so  that  the  wage  earner,  so  to  speak,  would  be  paying  for  his 
own  benefits  and  not  those  of  somebody  else. 

You  know,  some  people  were  concerned  about  the  medicare  proposal, 
that  you  were  taxing  the  lower  income  person  to  pay  for  the  medical 
needs  of  those  who  had  not  paid  for  it  and  many  of  those  who  did  not 
need  the  program.  That  caused  a  very  great  deal  of  concern  to  many 
of  us. 

Mr.  Ball.  Mr.  Broyhill,  as  I  have  tried  to  suggest,  previously,  I 
don't  really  think  the  situation  is  that  the  higher  paid  worker  is  dis- 
advantaged and  is  paying  for  the  benefits  of  someone  else. 

I  think  what  we  need  to  face  is  the  fact  that  the  way  this  system  is 
designed  some  part  of  the  employer  contribution — not  all  of  it,  but 
some  part  of  it — does  not  follow  the  individual  employee  and  that 
that  is  the  part  that  is  used,  in  the  long  run,  to  make  up  for,  say, 
higher  minimum  benefits  that  a  person  and  his  employer  could  be  paid 
for.  As  Mr.  Cohen  suggested  earlier  this  morning,  he  is  inclined  to 
agree  that  if  this  element  in  the  program  were  to  be  substantially 
increased  over  time,  there  would  be  some  merit  in  considering  general 
revenues  for  that  purpose,  if  I  understood  him  correctly. 

Mr.  Cohen.  Yes. 

Mr.  Broyhill.  Mr.  Curtis,  I  yield  to  you. 
Mr.  Curtis.  No,  I  had  the  floor. 

The  Chairman.  Mr.  Curtis  had  yielded  in  order  to  allow  members 
to  ask  questions  of  Mr.  Surrey. 
Mr.  Broyhill.  I  am  sorry. 

The  Chairman.  Are  there  any  other  questions  of  Mr.  Surrey? 
Pardon  me.  Yield  to  me  j  ust  1  minute. 

Mr.  Secretary,  do  you  have  an  appointment  you  need  to  make? 
Can  you  be  back  at  2  o'clock  ? 

Secretary  Gardner.  Sir,  I  was  to  leave  on  a  trip  this  afternoon. 

The  Chairman.  You  go  ahead  then. 

Mr.  Curtis  says  he  can  be  through  here  in  a  few  minutes.  Let  me 
ask  one  question  of  Mr.  Surrey  and  then  we  will  excuse  him. 

Mr.  Surrey,  what  would  be  the  effect  of  raising  the  $4,000  special 
exemption  of  a  married  couple  to  $4,800,  say,  and  the  $2,300  special 
exemption  of  an  individual  up  to  $2,400  under  your  plan? 

Mr.  Surrey.  That  would  cost  $150  million. 

The  Chairman.  I  am  not  talking  about  that.  What  would  be  the 
effect  with  respect  to  the  numbers  of  additional  people  who  might  be 
relieved  from  tax  consequences  ? 

Mr.  Surrey.  I  think  we  would  have  to  supply  that  for  the  record. 
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The  Chairman.  I  would  like  you  to  supply  it  for  the  record  if  you 
do  not  have  it. 

Mr.  Surrey.  We  do  not  have  the  calculations  on  that.  We  can 
supply  that. 

(The  following  table  was  received  by  the  committee :) 


Effect  of  increasing  exemptions  in  President's  proposal  to  $2,400  (single)  and 

$4,800  (married) 


President's 
proposal 
$2,300  to  $4,000 

Suggested 
modification 
$2,400  to  $4,800 

Income  levels  below  which  there  would  be  no  tax: 

(a)  Single...                                       -  -  -   

$3,  222 
5,  777 
500,000 
2,300,000 
2,800,000 
1, 400,  000 

$3,333 
6,667 
700,000 
2, 200,  000 
2, 900,  000 
1,300,000 

(b)  Married                                                                     .  . 

Number  of  additional  people  exempt  from  tax.  __ 

Number  of  people  who  have  tax  reduction  but  remain  taxpayers 

Total  number  receiving  tax  reductions   . 

Number  of  people  who  have  a  tax  increase  

Source:  Office  of  the  Secretary  of  the  Treasury,  Office  of  Tax  Analysis. 


The  Chairman.  I  think  you  will  find  in  the  course  of  testimony 
that  may  be  submitted  to  the  committee  that  your  statement  that  all 
railroad  retirement  would  be  excluded  if  that  is  all  the  individual 
has  may  not  be  the  case  at  $4,000. 

Mr.  Surrey.  Well,  we  would  be  certainly  glad  to  check  that. 

The  Chairman.  In  the  meantime  you  can  check  back  on  that  point. 

Mr.  Surrey.  We  based  our  assumptions  on  data  given  us  by  the 
Railroad  Retirement  Board. 

The  Chairman.  Mr.  Curtis.    I'm  sorry. 

Mr.  Curtis.  Mr.  Cohen,  I  see  the  Secretary  had  to  leave  and  really 
what  I  am  going  to  ask  questions  on  are  on  the  long-range  implications 
of  this  program  and  most  of  the  material  will  have  to  be  supplied  for 
the  record  because  incredibly  the  original  presentation  by  the  admin- 
istration doesn't  touch  many  of  these  points. 

One  area  on  which  Mr.  Byrnes  has  already  done  some  very  fine 
interrogation  is  this  problem  of  the  economic  impact  of  the  payroll 
tax.  I  am  happy — at  least  I  hope  this  is  true — I  was  about  to  say  I 
am  happy  to  say  that  the  Joint  Economic  Committee  is  going  to  make 
some  studies  into  the  impact  of  the  payroll  tax.  I  am  not  sure  that 
they  actually  fully  agree  to  it.  I  have  been  urging  this  for  years, 
just  as  I  have  been  urging  this  administration  to  do  this  and  give  us 
some  of  these  assumptions  they  go  on,  some  of  their  studies. 

Now,  I  want  to  point  out  one  very  important  impact.  Of  course  it 
is  a  tax  on  jobs  and  there  is  no  question  that  to  some  degree  it  provides 
a  further  economic  incentive  to  replace  jobs  with  machines. 

In  the  long  run,  in  my  judgment,  this  is  a  good  economic  thing, 
because  automation  creates  more  jobs  than  it  replaces,  but  the  incidence 
of  frictional  and  structural  unemployment  resulting  is  increased  and 
this  bears  right  in  the  other  areas  that  the  overall  administration 
proposal  we  have  before  us  seeks  to  deal  with. 

Whether  it  is  the  Manpower  Training  Act  or  from  our  committee's 
jurisdiction  unemployment  insurance,  or  as  I  suggest,  the  tie-in  be- 
tween those  programs,  or  accelerating  retirement  under  pension  plans 
and  under  social  security,  I  think  all  of  this  bears  on  this  most  im- 
portant problem,  of  income  maintenance.    This  includes  one  other 
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factor  which  I  have  already  mentioned,  the  problem  of  cost-push  in- 
flation, because  the  increased  payroll  tax,  of  course,  goes  right  into 
the  cost  and  has  to  be  passed  on  by  business  to  the  consumer. 

Both  the  amount  paid  in  for  the  employee  as  well  as  that  by  the 
employer  has  to  be  passed  on  to  the  consumer  in  the  price  of  goods 
and  services  they  are  selling. 

Now,  as  I  understand  it  from  the  testimony,  the  Executive  is  ap- 
pointing an  advisory  group  to  study  some  of  the  aspects  of  some 
of  these  problems.  Is  the  economic  impact  of  the  payroll  tax  one  of 
the  items  on  the  agenda  of  this  advisory  committee  ? 

Mr.  Cohen.  I  would  put  it  this  way,  Mr.  Curtis :  There  is  no  specific 
agenda  in  any  detail  proposed  for  this  advisory  committee  because  it 
has  not  yet  been  appointed.  I  would  expect,  however,  that  this  would 
be  one  of  the  items  to  be  on  the  agenda  for  the  following  reason. 

The  Commission  which  the  President  mentioned  in  his  economic 
report,  I  would  think,  would  look  into  the  whole  question  of  what 
should  be  the  role,  not  only  of  the  Federal  Government,  but  of  all 
participants  in  our  society,  from  whatever  sector,  of  how  to  meet  the 
costs  that  are  involved  in  income  guarantee  or  income  maintenance 
programs. 

Obviously  you  cannot  decide  that  question  without  considering  both 
the  magnitude  of  the  expenditures  and  how  they  would  be  met.  Obvi- 
ously the  payroll  tax,  earmarked  income  taxes,  general  revenue  fi- 
nancing, the  private  sector  and  the  public  sector,  will  all  be  elements 
that  will  have  to  be  considered. 

I  see  no  other  way  to  approach  the  totality  of  that  problem  with- 
out considering  the  interrelationship  of  all  those  questions. 

Mr.  Curtis.  I  think  so,  too,  Mr.  Cohen,  and  I  am  glad  to  have  this 
on  the  record. 

Let  me  express  my  great  concern  about  these0  Executive  advisory 
groups  that  are  appointed  from  time  to  time.  I  regard  that  as  gen- 
erally a  very  ineffectual  substitute  for  the  utilization  of  the  congres- 
sional committee  process  for  studying  these  problems  in  public  be- 
cause I  think  these  same  witnesses,  experts,  who  would  be  called  before 
an  advisory  group  are  the  very  kind  of  people  that  ought  to  come  and 
testify  in  public  under  cross-examination. 

Let  others  know  what  they  have  said  so  that  other  witnesses  can 
come  in. 

Now,  this  area  of  the  economic  impact  of  the  payroll  tax,  I  have 
been  urging  for  years'that  the  administration  come  forward  with  what 
working  papers  they  may  have.  We  still  are  not  any  further  along. 
The  direct  testimony  before  this  committee  doesn't  even  touch  the 
subject. 

Now,  let  me  go  to  another  very  basic  and  broad  thing  if  I  may  have 
the  Secretary's  attention. 
Mr.  Cohen.  May  I  add  one  point? 
Mr.  Curtis.  Oh,  certainly. 
Mr.  Cohen.  Were  you  finished  ? 

Mr.  Curtis.  No  ;  I  was  about  to  go  on  to  another  question. 

Mr.  Cohen.  I  meant,  may  I  add  something  on  this  same  question  ? 

Mr.  Curtis.  Please  do. 

Mr.  Cohen.  There  is  one  other  factor  that  I  think  relates  to  your 
inquiry,  and  that  is  the  statutory  requirement  in  the  law  for  the  next 
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Advisory  Council  on  Social  Security,  which  would  be  appointed  in 
1968  to  make  an  analysis  and  recommendations.  As  you  know,  many 
of  the  members  of  former  committees  have  testified  before  the  Ways 
and  Means  Committee  and  the  Senate  Finance  Committee. 
Mr.  Curtis.  That  is  true. 

Mr.  Cohen.  And  I  would  assume  that  what  this  Commission  does 
and  whatever  papers  and  reports  and  analyses  are  developed  will  be 
made  available  to  the  1968  Advisory  Council. 

Mr.  Curtis.  And  the  Congress. 

Mr.  Cohen.  And  to  the  Congress,  yes,  whatever  their  recommenda- 
tions and  report  are.  I  can  tell  you  this:  We  are  accelerating  very 
greatly  our  whole  analysis  of  the  economic  implications  of  all  of  these 
programs,  and  the  reason  I  say  that  is  because  I  don't  think  you  can 
only  look  at  the  social  security  program  alone. 

You  have  to  look  at  all  of  the  income  maintenance  and  public  wel- 
fare programs  together. 

Mr.  Curtis.  You  and  I  agree  on  this,  of  course,  and  that  is  what 
leads  me  into  my  next  observation. 

The  question  we  are  discussing  here  isn't  whether  there  is  provision 
for  retirement,  disability,  and  other  factors  that  bear  on  opportunity 
to  gain  purchasing  power.  The  question  is  what  is  the  best  way  to 
do  it, 

Now,  the  whole  presentation  by  the  Secretary  of  Health,  Education, 
and  Welfare  and  most  of  the  interrogation  has  all  been  around  Govern- 
ment programs.  Practically  no  mention  has  been  made  of  what  goes 
on  in  the  private  sector.  It  is  almost  impossible,  in  my  judgment,  to 
interrogate  on  a  subject  that  affects  the  society  when  the  only  material 
that  the  administration  presents  is  what  the  Government  is  doing. 

Now,  if  the  prepared  statement  of  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  had  actually  presented  us  information  of  what  is 
going  on  in  the  private  sector,  which  includes,  I  might  say,  profit 
organizations  as  well  as  nonprofit  institutions,  then  we  could  discuss 
these  Government  proposals  with  a  little  bit  of  intelligence. 

Now,  let  me  relate  it  to  a  specific.  When  you  raise  the  wage  base  to 
a  $10,800  figure  you  perforce  are  moving  heavily  into  the  area  of  the 
private  sector,  private  pension  plans,  insurance  plans,  other  private 
programs  that  people  have,  and  yet  there  is  not  yet  one  smidgeon  of 
recognition  in  the  original  presentation  of  the  Secretary  of  this  fact. 

On  page  27  I  made  a  note  in  regard  to  dental  care,  something  that  I 
have  been  trying  to  urge  that  the  private  sector  move  in  on  more 
heavily  from  the  insurance  standpoint,  particularly  for  children.  Here 
is  a  proposal  for  a  Government  program  without  any  reference  or 
information  given  to  us  as  to  what  is  presently  going  on  in  the  private 
sector,  and  believe  me,  Mr.  Cohen,  plenty  is  going  on.  Maybe  the  gov- 
ernmental officials  are  unaware  of  some  of  these  things,  but  I  think 
when  you  present  a  Government  program  it  is  important  for  you  to 
give  the  committee,  the  Congress,  your  evaluation  of  what  is  going  on 
in. the  private  sector.  Why  the  private  sector  is  not  meeting  the  full 
problem,  if  that  is  your  judgment.  First,  how  you  could  assist  the 
private  sector  in  meeting  the  problem,  and  then,  secondly,  where  you 
see  situations,  and  there  are  some,  where  the  private  sector,  even  with 
inhibitions  removed,  in  your  judgment  couldn't  move  forward  and 
therefore  the  Government  must  move  in.  But  I  again  come  back  to  the 
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fact  that  the  presentation  made  to  this  committee  doesn't  give  us  any 
of  this  information,  so  it  is  impossible  to  continue  the  interrogation 
of  the  Government  witnesses. 

Now,  we  have  witnesses  that  will  be  coining  in  here  in  the  next  2  or 
3  weeks,  thank  goodness,  who  will  give  us  information,  on  their  judg- 
ment, at  any  rate,  of  what  is  going  or  in  the  private  sector.  What 
the  private  sector  can  do.  Why  they  think  that  this  governmental 
program  will  damage  what  has  been  done  here  and  impede  further 
progress.  But  it  would  have  been  very  helpful  if  the  administration 
had  given  us  its  idea  of  what  is  going  on  in  the  private  sector. 

Do  you  follow  my  complaints  ? 

Mr.  Cohen.  I  do.  I  would  be  very  glad  to  insert  in  the  record 
at  this  point  an  analysis  that  we  will  make  that  will  present  to  you 
some  of  the  factors  that  involve,  for  instance,  the  relationship  with 
private  pension  plans. 

Your  point  is  certainly  well  taken  that  when  we  change  the  benefits, 
the  wage  base,  and  other  factors,  they  have  an  impact  on  private 
pension  plans,  or  at  least  private  pension  plans  have  to  consider  what 
they  are  going  to  do  in  the  light  of  these  changes. 

Mr.  Curtis.  That  is  right. 

Mr.  Cohen.  And  Ave  will  submit  material  for  the  record  on  this 
matter. 

(The  following  information  was  received  by  the  committee :) 
Relative  Roles  of  Public  and  Private  Pensions 

The  Administration  has  for  a  considerable  period  of  time  been  studying  the 
questions  relating  to  the  relative  roles  of  social  security  and  private  pensions. 
The  proposals  for  revision  of  social  security  under  H.R.  5710  do  not  conflict 
with  current  national  policies  in  this  area. 

The  President's  Committee  on  Corporate  Pension  Funds  and  Other  Private 
Retirement  and  Welfare  Programs  reviewed  the  relationship  between  public  and 
private  retirement  plans  and  reached  the  following  general  conclusions : 

( 1 )  The  public  program  will  continue  to  be  the  Nation's  basic  instrument 
for  assuring  reasonably  adequate  retirement  income  to  workers,  their 
widows,  and  dependents ; 

(2)  Private  pension  plans  should  continue  as  a  major  element  in  the 
Nation's  total  retirement  security  program  ; 

(3)  Basic  justification  for  the  public  subsidy  involved  in  favored  tax 
treatment  lies  in  the  social  purposes  served  by  private  pension  plans.  In 
view  of  these  social  purposes,  public  policy  should  continue  to  provide  appro- 
priate incentives  for  private  plan  growth,  and  by  improving  the  basic 
soundness  and  equitable  character  of  these  plans,  set  a  firmer  foundation  for 
their  future  development ;  and 

(4)  Continuing  attention  will  be  necessary  to  assure  that  the  combined 
benefits  available  through  social  security  and  supplementary  private  pen- 
sions for  those  receiving  them  are  reasonably  related  to  wage  levels  and 
living  standards  in  the  economy. 

As  has  been  suggested,  every  revision  of  the  social  security  program  raises 
basic  questions  about  how  important  that  program  should  be  in  comparison 
with  private  pension  programs  in  the  country.  When  Congress  provides  a  public 
system  it  is  forced  to  resolve  basic  issues  about  the  amount  of  protection  to  be 
afforded  to  all  workers  and  to  question  how  much  reliance  can  be  placed  upon 
supplementary  pensions.  If  all  workers  had  equal  opportunities  for  coverage 
in  private  plans,  the  problem  would  be  less  difficult. 

Private  pension  plans  have  grown  rapidly  and  now  cover  over  25  million  per- 
sons in  one  form  or  another.  Unfortunately,  coverage  has  not  been  uniform. 
It  has  been  concentrated  in  a  limited  number  of  important  areas  of  the  economy. 
It  has  been  estimated  that  the  manufacturing,  transportation,  public  utility,  and 
mining  industries,  which  account  for  less  than  half  the  employment  in  private 
nonfarm  establishments,  employ  more  than  80  percent  of  all  workers  now  cov- 
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ered  by  retirement  pensions.  For  millions  of  workers  there  are  no  supplementary 
pensions  and  there  is  little  likelihood  that  there  ever  will  be.  Those  most  apt 
to  be  without  protection  are  the  least  well  circumstanced.  For  most  of  them, 
social  security  will  be  the  only  protection  in  retirement. 

According  to  current  estimates,  only  about  15  percent  of  todays  aged  are  re- 
ceiving income  through  private  pension  plans.  Even  with  the  expected  growth 
of  pension  plans,  the  most  optimistic  estimate  is  that  this  figure  will  not  exceed 
30  percent  by  1980. 

Private  pensions  are  usually  geared  to  the  needs  of  the  long-term  career  em- 
ployee and  consequently  emphasize  retirement  benefits.  Protection  for  survivors 
is  much  less  thoroughly  developed  than  pensions  for  retirement,  so  that  a  retired 
couple  may  have  a  pension  but  when  the  worker  dies  there  is  no  continuing  pay- 
ment for  the  widow.  Yet  there  is  substantial  need  for  continuing  income  for 
aged  widows,  who  make  up  about  30  percent  of  all  people  over  65.  Thus  even  for 
workers  who  are  protected  under  private  plans,  social  security  is  the  major 
protection  for  dependents  when  the  wage  earner  does.  And  although  great 
credit  should  be  given  to  private  pensions  for  the  protection  they  afford,  it  must 
be  recognized  that  for  the  nearly  20  million  social  security  beneficiaries  who 
do  not  have  private  pension  income  only  an  improvement  in  the  public  system 
will  be  of  help. 

There  is  little  justification,  then,  for  retaining  the  present  low  level  of  social 
security  benefits  on  the  theory  that  private  pension  plans  will  achieve  adequate 
income  replacement  for  the  total  group  of  aged.  If  the  social  security  program  is 
to  provide  meaningful  retirement  protection  for  nearly  all  workers  and  their 
families,  as  it  must  in  view  of  the  gaps  in  protection  under  private  plans,  the 
contribution  and  benefit  base — the  maximum  amount  of  annual  earnings  that  is 
counted  for  contributions  and  benefits — must  be  substantially  increased.  In- 
creasing the  base  from  the  present  $6,600  to  $10,800  is  a  significant  step  in  the 
direction  of  restoring  the  basic  idea  of  the  original  act  that  the  full  earnings 
of  all  except  the  very  highest  earners  should  be  subject  to  contributions  and 
counted  for  benefits.  (An  increase  to  $15,000  in  1967  would  be  required  to  restore 
it  fully).  Periodic  increases  are  essential  for  preservation  of  the  wage-related 
retirement  system.  It  is  predicated  upon  the  notion  that  the  general  structure 
of  the  multi-level  wage  pattern  holds  a  high  priority  in  the  thinking  of  the  Amer- 
ican worker ;  that  the  differentials  are  both  meaningful  and  desired :  and  that 
they  should  be  maintained  in  the  retirement  period. 

There  is  no  reason  to  doubt  that  above-average  earners  will  continue,  as  in 
the  past,  to  seek  a  more  comfortable  and  adequate  level  of  replacement  via 
private  pensions  tailored  to  their  needs.  It  is  unlikely  that  a  public  system 
would  ever  provide  all  the  special  types  and  amounts  of  benefits  that  are  de- 
sired by  members  of  our  society.  After  the  passage  of  H.R.  5710.  then,  there 
would  remain  a  very  large  role  for  private  pension  plans.  For  example,  under 
H.R.  5710,  on  the  basis  of  estimated  1974  earnings  levels,  18  percent  of  the  Na- 
tion's regularly  employed  male  workers  will  still  not  have  all  of  their  earnings 
insured  under  social  security  even  with  the  $10,800  base  proposed  for  1974. 

For  people  earning  at  or  above  the  $10,800  level  for  their  working  lifetime 
a  man  and  wife  would  get  benefits  under  the  social  securial  program  equal  to  no 
more  than  42  percent  of  those  earnings — and  most  would,  as  indicated  above, 
get  a  considerably  smaller  percentage  of  preretirement  earnings. 

Even  for  people  who  have  averaged  at.  say,  the  present  median  for  regularly 
employed  male  workers — $0,400  a  year — social  security  will  pay  only  52  per- 
cent of  lifetime  average  earnings  to  a  man  and  wife.  In  comparison,  the  Federal 
civil  service  retirement  system,  for  a  person  with  35  years  of  service,  pays  two- 
thirds  of  the  person's  salary  figured  over  his  best  5  years,  and  for  a  person  with 
40  years  of  service  pays  over  three-fourths  of  the  high-5-year  average.  Thus 
there  is  plenty  of  room  for  private  plans  to  supplement  social  security,  even  for 
those  who  have  all  of  their  earnings  insured  under  the  latter  system. 

Important  as  private  pensions  are,  there  are  very  important  reasons  for  hav- 
ing social  security  carry  a  major  part  of  the  Nation's  pension  load  including  a 
major  part  of  the  protection  of  those  who  have  private  plan  supplementation. 
Comparable  advantages  cannot  be  provided  through  private  means.  The  social 
security  program,  operated  by  the  Government  as  it  is,  provides  complete  secu- 
rity ;  the  protection  afforded  by  social  security  will  not  be  affected  by  the  failure 
of  a  particular  business  or  industry.  And  social  security  protection  follows  the 
individual  from  job  to  job,  facilitating  the  mobility  of  labor  and  assuring  that  the 
individual  is  protected  no  matter  where  he  works ;  it  provides  practically  com- 
plete probability  of  credit  for  the  worker  who  moves  from  one  employer  to  an- 
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other.  Also,  social  security  provides  a  very  complete  package  of  family  protec- 
tion— for  example,  unlike  most  private  plans,  social  security  provides  a  signif- 
icant measure  of  protection  for  dependents  and  survivors  of  covered  workers. 

In  addition,  the  financing  of  social  security  is  such  that  benefits  can  be  raised 
as  productivity  and  earnings  levels  increase  without  any  increase  in  contribu- 
tion rates.  This  comes  about  because  social  security  is  supported  by  contribu- 
tions determined  as  a  percentage  of  taxable  payroll,  not  by  fixed  dollar  premiums 
or  so  much  per  hour.  As  earnings  levels  increase,  the  average  earnings — on 
which  benefits  are  based— will  rise,  but  the  resulting  benefit  increase  will  be  less 
than  the  increased  income  to  the  program  by  reason  of  the  higher  earnings. 
This  excess  income  is  available  for  general  benefit  increases  over  and  above 
those  that  result  directly  from  higher  earnings.  Social  security  benefits,  then, 
can  be  adjusted  to  take  account  of  rises  in  earnings  levels  without  any  need  to 
increase  contribution  rates. 

Developments  in  the  private  pension  area  are  analyzed  and  published  an- 
nually in  the  Social  Security  Bulletin.  The  summary  is  a  side  product  of  the 
research  operation.  It  is  published  so  that  a  wide  audience  of  interested  parties 
may  share  in  research  on  these  crucial  issues.  In  addition,  the  agency  main- 
tains close  working  relationship  with  the  Departments  of  Labor,  Commerce,  and 
Treasury  and  with  other  agencies  which  have  interests  in  the  pension  field.  The 
latest  summary  of  private  pension  activity  (an  article  which  is  to  appear  in 
the  April  Social  Security  Bulletin)  follows : 

Growth  in  Employee-Benefit  Plans,  1950-1965 
(By  Walter  W.  Kolodrubetz* ) 

With  the  addition  of  data  in  this  year's  article  for  1950  and  1955,  the  employee- 
benefit  series  now  includes  comprehensive  statistics  on  growth  in  coverage,  con- 
tributions, and  benefits  for  a  15-year  period.  The  trends  revealed  by  these  fig- 
ures are  discussed  below  along  with  new  developments  and  innovations  in  these 
plans  sponsored  and  underwritten  by  private  organizations  to  help  employees — 
and  their  families — meet  the  economic  risks  attending  old  age,  death,  disability, 
unemployment,  and  the  cost  of  medical  care. 

As  in  the  past,  employee-benefit  plans  in  1965  exhibited  strong  growth  in  cov- 
erage, contributions  and  benefits.  The  1965  contributions  and  benefits  rose  sub- 
stantially over  1964  levels,  reflecting  changes  in  the  scope  of  services  provided, 
increasing  costs  of  health  care,  and  rising  wages  and  salaries,  as  well  as  broad- 
ened participation.  Benefit  payments  amounted  to  $13.0  billion  (10.5  percent 
more  than  in  1964),  and  contributions  reached  the  level  of  $19.1  billion  (about  11 
percent  more  than  a  year  earlier) .  Coverage  gains  were  smaller  than  the  growth 
in  contributions  and  benefits.  Although  all  types  of  benefit  plans  in  the  series 
showed  substantial  numerical  increases  in  coverage,  the  increase  for  most  plans 
about  equaled  the  overall  rate  of  growth  in  the  employed  labor  force. 

When  the  aggregate  data  are  simply  related  to  year-to-year  change,  the  tre- 
mendous strides  in  private  economic  security  measures  in  the  past  15  years  tend 
to  be  masked.  As  1965  ended,  122  million  persons  had  hospital  expense  coverage, 
47  million  had  life  insurance  protection,  28  million  had  temporary  disability  pro- 
tection, and  over  25  million  had  retirement  coverage.  These  impressive  totals 
mark  a  15-year  period  of  rapid  expansion  in  which  the  number  of  persons  cov- 
ered by  hospital  insurance,  life  insurance,  and  retirement  plans  has  more  than 
doubled,  while  coverage  under  surgical,  regular  medical,  and  major  medical  in- 
surance has  expanded  at  an  even  greater  rate.  Total  contributions  for  private- 
employee  benefits  in  the  same  period  have  risen  almost  fivefold  and  benefit  pay- 
ments were  more  than  seven  times  the  amount  at  the  beginning  of  the  period. 

The  striking  long-run  gains  made  in  the  coverage  of  employee-benefit  plans 
are  further  emphasized  when  they  are  related  to  the  growth  in  the  employed 
labor  force.  From  1950  through  1965,  the  proportion  of  the  employed  civilian 
wage  and  salary  labor  force  with  group  life  insurance  and  death  benefit  cov- 
erage expanded  from  nearly  two-fifths  of  the  total  to  more  than  three-fifths.  The 
proportion  of  employees  with  some  type  of  health  insurance  increased  from  al- 
most one-half  to  nearly  three-fourths.  Retirement  plan  coverage  more  than 
doubled  as  a  proportion  of  the  private  wage  and  salary  labor  force — from  22 
percent  in  19590  to  46  percent  in  1965. 


♦Office  of  Research  and  Statistics.  Earlier  articles  appeared  in  the  March  or  April 
issues  of  the  Bulletin. 
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There  has  been  some  slow-down,  however,  in  the  rates  of  growth  since  1960. 
This  slackening  indicates  that  under  the  existing  compensation  structure,  a  cer- 
tain proportion  of  the  labor  force — large  in  the  case  of  retirement  plans  and 
somewhat  smaller  for  health-benefit  plans — is  having  difficulty  in  securing  these 
basic  protections,  at  least  through  their  place  of  employment.  Still  slower  rates 
of  growth  in  coverage  for  these  groups  are  indicated  for  the  future. 

The  period  since  1950  has  also  been  distinguished  by  real  progress  in  the  types 
of  services  provided  and  the  benefits  furnished,  although  some  of  the  gains  have 
been  erased  by  rising  living  costs,  including  a  sharp  increase  in  medical  care 
costs.  Moreover,  innovation  and  experimentation  have  not  been  limited  to 
just  the  more  affluent  industries  and  employers,  but  have  been  widespread 
throughout  the  economy. 

HIGHLIGHTS  IN  1965 

There  were  two  major  developments  in  1965  at  the  Federal  level  that  affect 
private  employee-benefit  plans.  First,  the  new  dimension  of  health  insurance 
for  the  aged  (Medicare)  was  added  under  the  Social  Security  Act,  as  well  as 
substantial  changes  in  the  level  of  monthly  benefits  under  the  social  security 
program.  Second,  the  report  by  the  President's  Cabinet  Committee  on  Corporate 
Pension  and  Other  Retirement  and  Welfare  Programs,  Public  Policy  and  Private 
Pension  Programs,  recommended  certain  measures  to  strengthen  the  private 
pension  structure,  as  a  supplement  to  the  basic  public  system. 

Enacted  in  1965,  the  Federal  health  insurance  program  for  the  aged  authorized 
the  payment  of  benefits,  beginning  July  1966,  through  a  basic  hospital  insurance 
plan  and  a  voluntary  supplementary  medical  insurance  plan.  A  large  number 
of  employee-benefit  plans  involving  active  and  retired  workers  aged  65  and 
over  were  affected  by  this  legislation,  and  changes  to  take  the  public  program 
into  account  had  to  be  considered.  Since  the  benefits  for  the  aged  under  the 
public  program  did  not  begin  until  mid-1966,  the  changes  reported  for  1965  do 
not  necessarily  indicate  the  approaches  now  most  commonly  used  in  accommo- 
dating private  plans  to  Medicare. 

From  an  analysis  of  reported  changes  in  1965,  it  appears  that,  in  general, 
the  following  approaches  were  used  by  unions,  employers,  and  insurers.1  First, 
reliance  on  the  public  programs  alone  to  provide  health  care  coverage.  Second, 
the  use  of  an  "offset"  approach  under  which  the  existing  private  plan  provided 
or  was  amended  to  provide  more  generous  benefits  than  the  Medicare  program, 
with  the  benefits  payable  under  the  private  plan  reduced  by  public  program 
payments.  Third,  the  "add-on"  or  supplementation  approach,  which  involves 
filling  the  gaps  in  the  public  program.  In  addition,  there  was  a  trend  toward 
employer  financing  of  the  premium  required  under  the  voluntary  supplementary 
medical  program.  Since  many  areas  of  supplementation  were  available  (the 
$40  deductible  for  hospitalization,  the  $10-a-day  coinsurance  for  the  61st  to  the 
90th  day  of  hospitalization,  private-duty  nursing,  and  so  forth),  a  wide  variety 
of  benefits  were  offered  by  insurers. 

The  President's  Cabinet  Committee  report  on  private  pensions  concluded  that 
private  pension  plans  "should  continue  as  a  major  element  in  the  Nation's  total 
retirement  security  program.  Their  strength  rests  on  the  supplementation  they 
can  provide  to  the  basic  public  system."  'The  Committee  recommended  changes 
to  improve  the  protection  offered  by  private  plans  in  four  areas  :  (1)  A  reasonable 
measure  of  vesting  to  be  provided,  (2)  a  minimum  standard  of  funding  be  re- 
quired, (3)  inequities  in  coverage  and  tax  treatment  of  benefits  be  removed,  and 
(4)  further  disclosure  of  the  handling  and  the  investment  of  the  funds  be  im- 
plemented. The  report  has  stirred  considerable  controversy  and  debate  leading 
to  searching  inquiry  by  concerned  parties  on  the  major  issues  raised  by  the 
report. 

Nineteen  sixty-five  marked  a  year  in  which  the  emphasis  on  economic  security 
and  fringe  measures  in  major  negotiated  settlements  subsided  somewhat,  in  com- 
parison with  settlements  in  recent  years.  Though  a  large  number  of  workers 
were  affected  by  negotiated  improvements  in  health  and  welfare  and  pension 
plans,  general  wage  increases  in  1965  tended  to  reduce  the  pressure  found  in 
previous  years. 


1  For  details  of  the  adjustments  reported  in  1965.  see  Kathleen  Myers,  "First  Adjust- 
ments of  Employee-Benefit  Health  Plans  to  Medicare,"  Research  and  Statistics  Note  No.  7 
(Social  Security  Administration,  Office  of  Research  and  Statistics).  1966.  See  also  Emer- 
son H.  Beier,  "Adopting  Group  Health  Insurance  to  Medicare,"  Monthly  Labor  Review, 
May  1966. 
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The  settlements  in  employee-benefits  in  1965  were  highlighted  by  the  United 
Steelworkers  of  America  negotiations  in  the  steel  and  aluminum  industries  that 
provided  substantial  increases  in  the  level  of  normal  pensions,  as  well  as  sub- 
stantially improved  early  retirement  benefits.  In  the  steel  industry,  to  become 
effective  on  July  1,  1966,  the  minimum  monthly  benefit  was  increased  from  the 
$2.50-$2.60  for  each  year  of  service  to  $5.00  a  year  of  service  up  to  35  years. 
In  addition,  the  social  security  offset  applicable  to  the  basic  1-percent  of  average 
final  pay  formula  was  reduced  from  $80  to  $60.  A  supplement  of  $75  a  month 
was  also  provided  for  workers  retiring  early  because  of  plant  closings,  disability, 
or  long  layoffs  (if  years  of  age  plus  service  total  85),  until  they  are  eligible 
for  unreduced  social  security  benefits.  Moreover,  voluntary  retirement  was  per- 
mitted at  any  age  after  30  years  of  service  with  an  unreduced  pension. 

The  Steelworkers  also  won  major  improvements  in  the  health  insurance  pack- 
age that  included  an  increase  in  the  duration  and  level  of  sickness  and  accident 
benefits ;  an  increase  in  the  duration  of  hospital  benefits  for  long  service  em- 
ployers ;  and  full,  rather  than  partial,  reimbursement  of  surgical,  in-hospital 
medical,  and  maternity  fees.  Employer-financed  extended  coverage  during  lay- 
offs or  disability  was  broadened  from  26  to  52  weeks. 

New  pension  benefits  also  were  negotiated  in  the  aerospace  industry,  approxi- 
mately doubling  previous  levels,  by  the  International  Association  of  Machinists 
and  the  United  Automobile  Workers.  In  addition,  the  contracts  called  for  liber- 
alized early-retirement  and  disability  pensions,  improved  hospital,  surgical,  and 
medical  insurance,  and  group  life  insurance.  Supplemental  unemployment  bene- 
fits plans  (replacing  the  previous  extended  layoff  benefit  plan)  were  also  nego- 
tiated by  the  Automobile  Workers. 

There  was  significant  liberalization  of  benefits  in  some  major  multiemployer 
plans.  The  improved  financial  position  of  the  United  Mine  Workers  of  America 
Welfare  and  Retirement  Fund,  prompted  the  trustees  to  reduce  the  retirement 
age  from  60  to  55  and  to  increase  pension  benefits  from  $75  to  $85.  and  then  to 
$100  a  month. 

The  Ladies'  Garment  Workers'  National  Retirement  Fund  raised  pension  bene- 
fits for  retired  workers  to  $60  (previously  $50)  and  for  cloak  makers  in  New  York 
to  $70  a  month  (previously  $65),  effective  on  January  1,  1966.  These  increases 
took  place  about  a  year  after  the  merger  of  about  40  individual  funds  into  a 
national  plan  estimated  to  cover  about  400,000  workers.  Retirement  benefits  for 
the  Amalgamated  Clothing  Workers  were  increased  from  $50  to  $55  a  month  in 
1965.  This  change  affected  workers  in  the  shirt  and  pajama,  cotton  garment,  and 
outerwear  industries. 

With  the  spread  of  "special"'  early-retirement  provisions  in  the  past  few  years, 
attention  was  focused  on  the  results  of  the  1964  Automobile  Workers  agreements 
that  established  special  early-retirement  benefits,  effective  in  September  1965. 
Under  these  arrangements,  amounts  payable  for  early  retirement  were  to  be  sup- 
plemented until  the  retiree  reached  age  65.  A  worker  retiring  at  age  60  with  30 
years  of  service,  for  example,  could  receive  up  to  $400  per  month  or  70  percent  of 
final  monthly  pay  whichever  is  smaller. 

According  to  the  Automobile  Workers'  Union,  about  9,000  workers  in  major 
auto  plants  retired  under  the  special  early-retirement  provision  in  the  first  3 
months  after  its  effective  date,  compared  with  225  in  a  smaller  period  in  the 
previous  year.  These  results  are  in  line  with  the  experience  under  previous 
liberalization  of  early  retirement  benefits  in  the  automobile  and  primary  metals 
industries. 

The  termination  of  the  Studebaker  Corporation  pension  plan  because  of  a  plant 
shutdown  in  1964,  with  final  distributions  of  benefits  in  1965,  spurred  public  in- 
terest in  the  security  of  benefit  expectations  of  workers  in  private  retirement 
plans.  In  the  Studebaker  termination,  enough  assets  were  allocated  to  cover  in 
full  the  benefits  of  retired  workers  and  those  workers  aged  60  and  over  and  eli- 
gible for  retirement.  About  4,500  vested  workers  between  age  40  and  60  received, 
however,  only  a  small  portion  of  the  value  of  their  accrued  benefits.  This  situa- 
tion stimulated  proposals  for  Federal  reinsurance  of  private  pension  funds  de- 
signed to  prevent  such  losses  from  occurring. 

HISTORICAL  DATA 

Employee-benefit  plans  have  had  a  long  history  that  antedates  the  figures 
presented  in  this  series.  Private  pension  plans  were  reported  as  early  as  1875, 
and  health  and  welfare  plans  go  even  further  back.  In  general,  however,  these 
plans  were  not  widespread  until  after  World  War  II.  and  the  rapid  growth  after 
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this  time  focused  attention  on  the  desirability  of  developing  data  on  the  magni- 
tudes involved.  Congressional  committees,  engaged  in  hearings  and  studies  in 
the  1950's  on  these  private  employer  benefit  plans,  developed  some  basic  data 
on  coverage  and  contributions.  These  data  were  later  consolidated  with  data 
on  benefit  outlays  into  an  annual  comprehensive  series  published  in  the  BUL- 
LETIN. The  first  article  in  the  series,  appearing  in  the  March  1958  issue2 
presented  data  for  1954  and  1956. 

This  year,  the  series  on  employee-benefit  includes,  for  the  first  time,  data  for 
1950  and  1955;  comprehensive  data  are  now  available  for  the  5-year  intervals 
beginning  with  1950.  Data  for  the  years  1956  through  1959  are  omitted  here, 
but  are  available  from  the  earlier  articles  in  the  BULLETIN. 

The  only  changes  this  year  in  data  previously  published  are  the  result  of 
revisions  in  the  national  income  accounts  of  the  Department  of  Commerce. 
There  revisions,  which  concern  data  on  the  wage  and  salary  labor  force  and 
payroll,  have  an  impact  on  the  series  in  several  ways.  First,  the  data  on  tem- 
porary disability  benefits  and  contributions  include  sick-leave  benefits,  which  are 
estimated  through  a  formula  correlated  to  payroll  figures.  Hence,  the  data  on 
temporary  disability  plans  from  1962  on  have  been  revised  in  accordance  with 
the  changes  in  payroll  data.  Second,  data  from  the  national  income  accounts 
are  used  as  base  indicators  for  measuring  the  growth  of  coverage  as  a  percent 
of  the  employed  labor  force  and  of  contributions  as  a  percent  of  aggregate  wages 
and  salaries.  With  the  revision  of  these  indicators,  the  percentages  shown  in 
table  4  needed  also  to  be  revised,  beginning  with  data  for  1960. 

Coverage 

All  types  of  plans  registered  gains  in  coverage  in  1965,  with  the  increases 
among  health  insurance  plans  the  most  impressive  (table  1).  The  numerical 
increases  in  employee  coverage  for  hospital  and  for  surgical  insurance  were  the 
largest  recorded  since  1960 — 1.9  and  1.8  million  employees,  respectively.  Major 
medical  coverage 3  was  1.9  million  higher,  and  the  increase  in  regular  medical 
< 'overage  was  almost  as  large  (1.7  million).  The  number  of  employees  with  life 
insurance  coverage 4  rose  by  1.6  million,  and  plans  furnishing  temporary  disabil- 
ity protection  showed  a  sizable  increase,  when  compared  to  growth  in  previous 
years.  On  the  other  hand,  private  retirement  plans  increased  by  less  than  1 
million  workers  to  a  total  of  25.4  million  at  the  end  of  1965. 

A  vigorous  expansion  in  coverage  of  employee-benefit  plans  has  occurred  in 
the  15  years  from  1950  to  1965.  Regular  medical  expense  insurance  had  almost 
30  million  more  employees  covered  in  1965  than  in  1950,  and  surgical  expense 
insurance  had  about  28  million  more.  Somewhat  more  modest  gains  were 
registered  by  life  insurance  and  hospital  expense  insurance  plans,  which  added 
about  22-24  million  employees. 

Though  major  medical  expense  coverage  did  not  increase  in  such  large  absolute 
numbers,  the  increase  is  more  dramatic  since  such  coverages  were  first  offered 
after  1950.  Plans  offering  temporary  disability  and  formal  sick-leave  benefits, 
on  the  other  hand,  reported  a  small  rise  of  only  about  7%  million  in  the  number 
of  employees  covered.  Retirement  plan  protection  did  not  have  the  striking 
increase  registered  by  other  types  of  employee  benefits,  and  coverage  grew  from  . 
about  10  million  in  1950  to  more  than  25  million  in  1965. 

A  leveling  of  growth  is  illustrated  by  comparing  percentage  increases  in 
employee  coverage  in  successive  5-year  periods  since  1950.    For  every  type  of  i 
employee  benefit  plan,  the  strongest  growth  was  in  the  early  fifties,  and  the 
percentage  change  declined  in  each  subsequent  5-year  period.    Thus  the  per-  - 
centage  growth  in  hospital  and  in  surgical  insurance  in  1950-55  was  about 
35  percent  and  65  percent,  respectively,  but  the  increase  since  the  end  of  1960 
was  less  than  20  percent.    The  growth  in  retirement  and  life  insurance  cover-  J 
age  shows  a  similar  pattern.    On  the  other  hand,  major  medical  expense  cov-  ! 
erage  increased  80  percent  since  1960  and  regular  medical  expense  coverage 


2  Alfred  M.  Skolnik  and  Joseph  Zisman,  "Growth  in  Employee-Benefit  Plans,"  Social  - 
Security  Bulletin,  March  1958. 

3  Data  on  major  medical  expense  insurance  refer  exclusively  to  plans  underwritten  by 
commercial  insurance  companies  and  exclude  plans  of  this  type  (covering  about  15  million 
persons  at  the  end  of  1965)  under  Blue  Cross-Blue  Shield. 

4  The  data  on  group  life  insurance  in  this  series  exclude  the  insurance  provided  members 
of  the  Armed  Forces  under  the  new  program  of  Servicemen's  Group  Life  Insurance  enacted 
by  Congress  on  September  29,  1965.  This  insurance  is  underwritten  by  commercial  insur- 
ance companies  but  is  excluded  here  because  the  series  is  confined  to  civilian  wage  and 
salary  workers. 
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rose  28  percent,  reflecting  continued  pressure  for  broadened  health  insurance 
protection. 

Contributions 

Total  contributions  (employer  and  employee)  to  employee-benefit  plans  were 
estimated  at  about  $19.1  billion  in  1965,  or  an  increase  of  more  than  11  percent 
over  the  1964  contributions  of  $17.2  billion  (table  2).  The  rate  of  increase 
was  slightly  higher  than  that  of  1964  and  was  substantially  greater  than  that 
for  any  year  since  1960. 

The  1965  rise  of  $1.9  billion  was  the  largest  in  the  historical  series,  reflecting 
the  broadened  coverage  as  well  as  benefit  improvements  and  increased  costs. 
Pension  plan  contributions  of  $7.8  billion  (an  increase  of  $860  million)  and  total 
health  insurance  contributions  of  $7.3  billion  (a  $720  million  rise),  were  new 
highs  for  these  items  in  the  series  and  accounted  for  the  sharp  rise  in  total 
contributions  for  the  year.  The  substantial  growth  in  contributions  for  tem- 
porary disability  also  contributed  to  this  upward  movement. 

The  annual  rate  of  increase  for  retirement  plan  contributions  (12-13  per- 
cent) was  the  highest  since  1950.  On  the  other  hand,  total  health  insurance 
contributions  were  only  11  percent  higher  although  a  12-15  percent  increase 
was  typical  for  most  years  from  1955-64.  Life  insurance  plan  contributions 
maintained  the  same  rate  of  growth — about  9  percent — as  in  1964.  The  12-per- 
cent increase  in  contributions  for  temporary  disability  benefits  was  high  com- 
pared to  the  typical  growth  in  previous  years. 

Despite  sizable  increases  in  contributions  in  all  sectors  during  1965  both 
absolutely  and  percentage-wise,  the  long-term  trend  shows  a  definite  declining 
rate  of  growth,  as  coverage  growth  slackens.  Thus,  between  1950  and  1955, 
contributions  to  private-employee  benefit  plans  almost  doubled,  mainly  because 
of  the  higher  amounts  for  health  benefit  plans  (with  a  rise  of  more  than 
150  percent)  and  for  pension  plans  (with  about  an  85-percent  increase).  Be- 
tween 1955  and  1960,  total  contributions  increased  59  percent ;  between  1960 
and  1965.  they  rose  only  53  percent.  Pension  contributions  showed  a  43-percent 
rise  in  each  of  the  two  5-year  periods  since  1955,  reflecting  increased  contri- 
butions to  meet  benefit  improvements.  In  the  same  time  periods,  however, 
the  rate  of  increase  of  health  benefit  contributions  fell  from  about  95  percent 
to  about  70  percent. 

The  amount  and  pattern  of  employee-benefit  plan  contributions  have  also  under- 
gone remarkable  change  in  this  15-year  period.  In  1950,  when  the  total  amount 
contributed  was  less  than  $4  billion,  more  than  half  went  for  retirement  pur- 
poses. The  three  types  of  health  insurance  programs  offered  at  that  time — 
hospital,  surgical,  and  regular  medical — accounted  for  a  little  over  a  fifth  of  the 
contributions. 

Since  that  time  an  increasing  proportion  of  total  employee-benefit  contributions 
has  gone  for  health  insurance  programs  and  a  smaller  proportion  for  retirement 
programs,  with  the  portions  going  to  the  other  benefit  programs  remaining  more 
or  less  stable.  Thus,  contributions  for  health  programs  reached  $7.3  billion,  or 
more  than  38  percent  of  aggregate  contributions  in  1965,  while  retirement  con- 
tributions in  the  same  year  achieved  an  impressive  $7.8  billion  but  fell  to  about 
40  percent  of  aggregate  contributions. 

Benefits 

Benefit  expenditures  were  estimated  at  $13.0  billion  in  1965  compared  with 
$11.8  billion  in  1984,  a  rise  of  more  than  10  percent  (table  3).  Total  health  bene- 
fits accounted  for  $600  million  of  the  $1.2  billion  increase  and  expanded  retire- 
ment benefits  accounted  for  $420  million.  Temporary  disability  payments 
amounted  to  $1.3  billion — almost  $100  million,  or  8  percent,  higher  than  the 
amount  in  the  preceding  year.  The  increase  in  death  benefits  payments  ($116 
million)  was  the  largest  since  the  mid-50's,  but  the  percentage  rise  was  lower 
than  that  for  most  preceding  years. 

A  review  of  the  long-term  trend  shows  that  total  benefits  paid  under  private 
employee-benefit  plans  expanded  from  an  annual  rate  of  $1.8  billion  in  1950  to 
$13.0  billion  in  1965.  Although  payments  in  all  sectors  advanced,  health  benefit 
payments  had  a  greater  increase  in  this  time  period  than  any  other  item — an 
increase  accounted  for,  in  large  part,  by  the  rapid  growth  of  major  medical 
expense  plans.  Thus,  total  expenditure  for  health  benefits  were  10  times  higher 
than  they  were  at  the  beginning  of  the  period,  having  risen  from  $700  million  in 
1950  to  $6.8  billion  in  1965.    Pension  plans  engaged  in  almost  parallel  growth. 
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with  payments  advancing  from  $400  million  in  1950  to  $3.2  billion  in  1965.  The 
other  items  had  striking  dollar  advances  during  the  same  time  period  but  were 
not  of  the  same  magnitude,  either  in  dollar  amounts  or  rate  of  growth,  as  those 
for  health  and  retirement  benefits. 

These  broad  growth  patterns  have  affected  the  distribution  of  payments  among 
the  types  of  benefit  included  in  series.  As  with  the  contribution  pattern,  the 
greatest  shift  has  been  in  health  insurance  benefits,  which  accounted  for  53 
percent  of  the  total  in  1965,  compared  with  about  40  percent  in  1950.  In  con- 
trast, temporary  disability  benefits  represented  more  than  20  percent  of  the  total 
in  1950  and  now  account  for  only  10  percent.  Reflecting,  in  part,  the  maturing 
of  retirement  plans,  benefit  payments  gradually  increased  as  a  proportion  of 
total  employee-benefit  plan  expenditures;  at  the  same  time  contributions  to 
retirement  plans,  as  has  been  indicated,  have  declined  in  relation  to  contribu- 
tions to  all  employee-benefit  plans.  During  the  same  period,  death  benefits  under 
life  insurance  policies  dropped  from  17  percent  to  12  percent  of  the  total.  Sup- 
plemental unemloyment  benefits,  since  they  were  first  established  in  1955,  have 
never  accounted  for  more  than  a  small  fraction  of  the  total. 

Another  measure  of  growth 

The  gains  in  coverage  under  employee-benefit  plans  in  1965  are  less  striking 
when  they  are  reviewed  in  relation  to  the  employed  labor  force.  The  two  most 
common  types  of  health  insurance — hospitalization  and  surgical — had  modest 
gains  in  1965  and  now  cover  about  73  percent  and  70  percent,  respectively,  of 
the  employed  wage  and  salary  civilian  work-force  (table  4).  Similarly,  regular 
medical  expense  coverage  had  a  small  gain,  but  major  medical  protection  had 
the  largest  increase — 2  percentage  points — and  now  encompasses  over  a  fourth 
of  the  civilian  labor  force.  Employee  coverage  under  life  insurance  showed  little 
change  from  1964,  but  accidental  death  and  dismemberment  insurance  rose  by 
more  than  1  percentage  point. 

Private  retirement  plans  now  cover  about  46  percent  of  the  private  wage  and 
salary  labor  force — about  the  same  proportion  covered  in  1964.  The  proportion 
of  workers  covered  by  plans  providing  temporary  disability  benefits  rose,  how- 
ever, to  more  than  50  percent  of  the  total  private  work  force,  a  proportion  greater 
than  that  recorded  in  any  previous  year. 

An  examination  of  the  trend  since  1950  clearly  points  up  the  tremendous 
growth  that  has  taken  place  in  protection.  Since  1950,  for  most  types  of  em- 
ployee-benefit plans  the  annual  growth  in  coverage  has  exceeded  the  growth  in 
the  labor  force.    The  cumulative  effects  of  this  difference  has  been  substantial. 

Thus,  more  than  three-fifths  of  the  wage  and  salary  workers  had  life  insurance 
in  1965,  compared  with  only  about  two-fifths  in  1950.  Hospital  insurance  shows 
a  similar  pattern,  with  coverage  of  about  half  the  labor  force  in  1950  and  almost 
three-fourths  in  1965.  The  other  components  of  the  health  insurance  sector 
demonstrated  even  sharper  gains,  as  the  trend  continued  toward  providing  more 
complete  medical  care  to  persons  who  have  basic  hospital  expense  insurance. 
Surgical  and  regular  medical  expense  insurance,  which  covered  37  percent  and 
18  percent  of  the  labor  force  respectively,  in  1950,  reached  new  highs  of  70 
percent  and  59  percent  by  1965.  Major  medical  expense  also  grew  rapidly,  from 
no  reported  coverage  in  1950  to  more  than  a  fourth  of  the  labor  force  in  1965. 
Under  private  retirement  plans,  the  proportion  of  wage  workers  covered  in  pri- 
vate industry  has  increased  by  1-2  percentage  points  (except  in  1965)  a  year  since 
1950,  when  the  ratio  was  about  22  percent.  Temporary  disability  and  supple- 
mental unemployment  benefit  coverages  had  more  erratic  growth  patterns  and 
are  the  exceptions  to  the  rule  of  the  progressiveness  in  coverage  in  all  types  of 
employee  security  plans. 

The  rise  in  contributions  to  new  heights  in  1965  also  raised  the  proportion  that 
these  contributions  bore  to  aggregate  wage  and  salary  payrolls  (table  4).  Em- 
ployer-employee contributions  to  retirement  plans  went  from  $2.56  per  $100  of 
private  wage  and  salary  payroll  in  1964  to  a  new  high  of  $2.66  per  $100  in  1965. 
Much  smaller  increases  were  registered  for  other  types  of  employee-benefit  . 
plans,  but  all  major  benefits  had  some  gains.  Total  health  benefit  contributions 
increased  6  cents  per  $100  of  ail  wages  and  salaries  and  now  equal  $2.11  per  $100 
of  payroll.  Temporary  disability  plans  had  an  increase  of  2  cents  per  $100  of 
private  payroll,  which  brought  the  contributions  per  dollar  of  payroll  up  to 
previous  levels. 

Contributions  to  employe-benefit  plans  in  relation  to  compensation  show 
substantial  changes  since  1950,  but  the  growth  for  some  items  has  been  spotty. 
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Contributions  for  life  insurance  rose  from  34  cents  per  $100  of  payroll  in  1950  to 
64  cents  per  $100  of  payroll  in  1965,  an  increase  of  30  cents,  or  a  percentage 
gain  of  some  90  percent.  On  the  other  hand,  health  benefit  contributions  were  61 
cents  per  $100  of  payroll  in  1950,  and  showed  a  250-percent  increase  to  $2.11  per 
$100  of  payroll  in  1965.  Thirty-one  cents  of  the  15-year  advance  of  $1.50  can  be 
attributed  to  major  medical  expense  plans. 

In  the  same  period  of  time,  contributions  to  plans  providing  temporary  dis- 
ability benefits  have  had  a  slow  growth  when  related  to  private  wage  and  salary 
payrolls,  representing  40  cents  per  $100  in  1950  and  54  cents  in  1965  or  a  rise  of 
about  one-third.  Retirement  plan  contributions,  in  relation  to  private  industry 
payroll  in  1965,  increased  by  60  percent  from  the  rate  of  1950.  However,  the 
growth  in  the  amount  contributed  has  been  irregular  over  this  period  of  time. 
From  a  rate  of  $1.67  per  $100  of  private  payroll  in  1950,  the  ratio  rose  to  $2.19  in 
1955  and  $2.47  in  1960  and  then  dropped  off  slightly  until  10-cent  increases  were 
registered  in  both  1964  and  1965. 

RETIREMENT  PLANS  TRENDS 

Coverage 

The  estimated  number  of  persons  covered  by  private  pension  and  profit-sharing 
plans  rose  800,000  in  1965  to  more  than  25  million  (table  5).  This  increase  is 
typical  of  increments  in  the  past  few  years,  during  which  the  absolute  increase 
was  from  700,000-800.000,  and  the  rate  of  growth  was  3-4  percent.  In  the  15-year 
period  since  1950,  when  pension  plans  first  became  a  major  issue  in  collective 
bargaining,  the  absolute  growth  amounted  to  15.6  million,  however,  the  last  5 
years  accounted  for  only  4.2  million  of  the  increase.  The  percentage  growth  since 
1950  has  shown  a  similar  decline  when  divided  into  5-year  intervals :  coverage 
grew  by  more  than  55  percent  in  the  period  1950-55,  38  percent  from  1955-60, 
and  only  20  percent  from  1960-65. 

The  proportion  of  workers  covered  by  noninsured  plans  increased  steadily 
from  1950  through  1962,  but  since  then  has  declined.  About  500,000  persons 
were  added  under  noninsured  plans  in  1965.  compared  with  about  300,000  under 
insured  plans.  Thus,  by  the  end  of  1965,  19.1  million  employees  were  in  non- 
insured  plans  (or  slightly  more  than  75  percent  of  the  total  coverage)  and  about 
6.3  million  were  in  insured  plans  (or  slightly  less  than  25  percent  of  total  cover- 
age). The  proportion  covered  by  noninsured  plans  was  77  percent  at  the  end 
of  1962.  The  recent  increase  in  the  proportion  of  total  retirement  plan  cover- 
age underwritten  by  insurers  can  be  attributed  in  large  part  to  growth  of  de- 
posit administration  funding,  as  well  as  legislative  and  regulatory  changes  in 
the  past  5  years. 

A  thorough  review  of  the  coverage  estimates  for  private  retirement  plans 
now  under  way  indicates  that  a  downward  revision  in  the  series  is  needed.  The 
estimates  appear  to  be  less  precise  than  might  be  desirable,  chiefly  because  of 
the  problems  involved  in  adjusting  for  several  factors. 

First,  dual  coverage  has  become  increasingly  important  because  a  growing 
number  of  employers  are  installing  more  than  one  type  of  pension  or  profit- 
sharing  plan  for  some  or  all  of  their  employees.  Workers  are  frequently  covered 
by  both  an  insured  plan  and  a  noninsured  plan  or  by  a  multiemployer  plan  and 
a  union  plan.  Some  duplicate  coverage  also  arises  from  the  provision  for  sup- 
plemental coverage  for  workers  earning  more  than  the  amount  taxable  under 
social  security. 

Second,  the  number  of  workers  entitled  to  vested  pensions  from  a  previous 
employer  has  been  increasing  in  recent  years  because  of  job-changing  patterns 
and  liberalized  vesting  conditions.  No  real  attempt  to  date  has  been  made  to 
exclude  from  the  series  these  workers  with  deferred  vesting  rights,  yet  the 
coverage  estimates  are  intended  to  be  confined  to  active  employees  in  the  labor 
force.  Because  of  the  great  public  interest  in  the  subject  of  vesting,  it  is  hoped 
that  any  adjustment  of  the  coverage  figures  for  this  factor  will  permit  sepa- 
rate estimates  of  the  number  of  vested  workers  with  and  without  current  attach- 
ment to  a  pension  firm. 

Finally,  since  most  of  the  growth  in  private  retirement  plans  in  recent  years 
has  been  for  smaller  employers  and  groups,  the  data  have  been  influenced  by 
estimates  for  this  sector.  It  is  now  believed  that  such  estimates  may  have  over- 
stated the  coverage  in  this  category. 

A  large  amount  of  research  is  still  needed  to  provide  improved  benchmarks 
for  correction  of  the  series.  Because  of  this,  the  estimates  appearing  in  this 
article  are  presented  in  the  same  was  as  in  the  past.    It  is  intended,  however, 
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that  a  special  technical  note  will  be  prepared  within  the  coming  year  presenting 
revised  data  and  explaining  the  basis  for  the  revisions.  At  this  time,  it  does 
not  appear  that  the  revisions  will  disturb  previously  observed  trends  and  rela- 
tionships though  the  absolute  levels  will  be  lower. 

Contributions 

Employer-employee  contributions  to  private  retirement  plans  moved  up  sharply 
during  1905,  amounting  to  almost  $7.8  billion  compared  with  $6.9  billion  in  the 
previous  year.  The  12.5  percentage  increase  was  the  greatest  gain  in  any  year 
in  the  past  decade,  and  employer  contributions  accounted  for  a  larger  share  of 
the  gain  than  employee  contributions. 

The  dollar  growth  in  contributions  to  noninsured  plans  in  1965  far  outbalanced 
that  for  insured  plans,  hut  the  percentage  growth  from  the  previous  year  for 
insured  plans  outstripped  that  for  noninsured  plans  for  the  second  time  since 
1960.  This  reversal  appears  to  be  a  break  in  the  historical  pattern  that  emerged 
in  the  early  fifties,  in  which  the  noninsured-plan  approach  to  funding  for  new 
plans  became  the  dominant  force  in  private  retirement  funding,  and  the  rate 
of  growth  in  contributions  for  this  sector  far  exceeded  that  for  insured  plans 
in  most  years.  About  27  percent  of  total  contributions  came  from  insured  plans 
in  1965,  marking  a  6-year  period  in  which  this  proportion  has  remained  more  or 
less  stable,  instead  of  declining. 

The  sharp  increase  in  aggregate  contributions  in  1965  to  $310  per  employee 
also  marked  the  first  year  since  the  beginning  of  the  series,  in  which  average 
annual  combined  contributions  per  covered  worker  rose  above  $300.  Per  capita 
contributions  have  fluctuated  within  a  narrow  range  of  about  $30 — from  a  low 
of  $256  in  1951  to  a  high  of  $285  in  1964.  Similarly,  since  contributions  by  em- 
ployers had  a  large  increase  in  1965,  average  per  capita  employer  expenditures 
rose  from  the  previous  high  of  $244  in  1964  to  $266.  In  the  years  before  1964,  the 
average  ranged  between  $220  and  $240. 

Beneficiaries  and  benefits 

More  than  $3  billion  was  paid  out  to  2%  million  beneficiaries  under  private 
retirement  plans  in  1965.  Despite  the  relative  slowing  of  growth  of  private 
retirement  plans,  this  year  showed  a  net  gain  of  260,000  retirees,  an  increase  of 
more  than  10  percent  over  the  preceding  year.  Noninsured  plans  had  substan- 
tial numerical  and  percentage  increases,  but  the  numerical  increase  in  insured- 
plan  retirements  was  about  the  same  as  in  1964.  This  condition  reflects  the  slow 
rate  of  growth  of  coverage  in  insured  plans  during  the  1950's.  Despite  these 
growth  differences,  the  distribution  of  beneficiaries  between  insured  and  nonin- 
sured plans  has  maintained  a  ratio  of  about  7  to  3,  with  some  small  fluctuations, 
since  1950. 

The  growth  in  benefits  paid  by  private  retirement  plans  has  typically  been 
greater  than  the  growth  in  number  of  .beneficiaries  resulting  from  major  im- 
provements in  the  level  of  benefits  promised  under  all  types  of  retirement  plans. 
Benefit  payments  grew  by  $420  million  in  1965  and  were  more  than  15  percent 
greater  than  in  1964.  This  increase  compares  with  a  growth  in  contributions  of 
slightly  more  than  12  percent.  For  insured  plans,  the  relative  increase  in  bene- 
fits (about  12  percent)  was  much  greater  than  that  for  beneficiaries  (7  percent). 
Noninsured  plan  benefits  rose  about  16  percent,  a  little  higher  than  the  growth 
in  the  number  of  beneficiaries. 

As  private  pension  plans  mature,  they  are  taking  on  a  more  important  role  in  , 
income  maintenance  for  the  aged.  According  to  a  study  by  the  Social  Security 
Administration  of  OASDHI  aged  beneficiaries,  20  percent  of  the  beneficiary 
couples  (with  at  least  one  member  aged  65  or  over)  and  7  percent  of  the  non- 
married  beneficiaries  aged  65  and  over  had  private  pension  income  in  1962.5  The 
portion  has  undoubtedly  risen  since  that  time.  For  those  beneficiary  couples 
having  private  pensions,  more  than  25  percent  of  their  income  was  provided 
through  private  pensions,  and  for  nonmarried  beneficiaries  with  private  pensions, 
almost  30  percent  of  income  came  from  such  sources.  For  both  these  groups. 
OASDHI  benefits  represented  roughly  45  percent  of  aggregate  income.  The  study 
note1  that  "receipt  of  private  pensions  is  associated  with  a  much  lower  employ- 
ment rate  and  a  virtual  absence  of  need  for  public  assistance." 


5  Income  Status  of  OASDHI  Beneficiaries  With  and  Without  Private  Pensions,  Research 
and  Statistics  Note  No.  17  (Social  Security  Administration,  Office  of  Research  and  Statis- 
tics). 1966. 
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RESERVES 

Reserves  for  present  and  future  benefit  payments  by  private  retirement  plans, 
-parked  by  the  advance  in  contributions  and  investment  yields,  rose  to  $85.4 
billion  (book  value)  at  tbe  end  of  1965.  Although  a  record  $8.2  billion  was  added 
to  private  plan  reserves,  the  percentage  increase  (10.6)  was  only  slightly  higher 
than  that  in  1964  and  substantially  lower  than  the  relative  growth  before  1960. 

The  assets  of  insured  plans  rose  at  a  lower  rate  in  1965  than  those  of  non- 
insured  plans  (8.3  percent  and  11.9  percent,  respectively),  apparently  as  the 
result  of  relatively  greater  payouts  and  lower  investment  yields.  The  propor- 
tion of  total  reserves  attributable  to  insured  plans  continued  to  decline  and  now 
stands  at  32  percent.  Only  15  years  earlier,  the  distribution  was  46  percent  for 
insured  plans  and  54  percent  for  noninsured  plans. 

The  average  reserve,  of  course,  also  rose  substantially  in  1965,  to  $3,362  per 
employee.  For  insured  plans  the  average  reserve  has  been  higher  than  for  non- 
insured  plans,  though  this  difference  has  narrowed  in  the  past  5  years.  Thus, 
in  1965  the  average  reserve  for  workers  in  insured  plans  was  about  .$4,300  and 
for  workers  in  noninsured  plans  it  was  slightly  more  than  $3,000,  or  about  70 
percent  of  that  for  insured  plans.  This  is  a  change,  however,  from  the  position 
in  1950,  when  the  average  nonisured  reserve  was  only  42  percent  of  the  insured 
reserve,  and  from  1960,  when  it  was  53  percent.  These  averages,  of  course,  are 
affected  by  a  variety  of  forces  and  factors,  but  it  is  apparent  from  the  comparison 
that  funding  in  noninsured  plans  has  increased  noticeably  over  the  past  decade. 

RESPONSIVENESS   OF   PLANS   TO  CHANGE 

Private  health,  welfare,  and  retirement  plans  have  been  characterized  by 
great  diversity  in  the  types  of  benefits  provided,  in  level  and  scope  of  protection 
furnished,  and  in  provisions  dealing  with  eligibility  and  financing.  This  diversity 
is  a  reflection  of  the  flexibility  and  latitude  that  employers  and  unions  involved  in 
private  plans  enjoy  in  tailoring  provisions  to  meet  special  needs  and  conditions 
in  their  firm  or  industry.  This  flexibility  is  especially  evident  when  changes  be- 
come necessary  because  of  economic  factors,  collective  bargaining  pressures,  and 
modifications  in  public  programs.  Some  examples  of  the  responsiveness  of  em- 
ployee-benefit plans  to  changing  conditions  are  discussed  below. 

Health  benefits 

Health  plans  have  been  modified  greatly  since  the  1940'soin  providing  protec- 
tion against  the  risks  of  illness.  From  limited  hospitalization  and  surgical  ex- 
pense coverage,  the  plans  have  generally  been  expanded  to  meet  almost  all  types 
of  health  care  expenditures.  Although  there  are  no  data  measuring  the  extent 
to  which  rising  group  health-benefit  payments  are  meeting  employee  medical 
care  bills,  there  are  data  available  covering  the  entire  population.  In  1965, 
insurance  payments  met  32.6  percent  of  consumer  expenditures  for  personal 
health  care,  more  than  two  and  one-half  times  the  12.1  percent  computed  in 
1950.H  The  annual  increment  in  the  rate,  however,  is  becoming  smaller,  and  it 
may  be  that  larger  proportions  of  the  year-to-year  increases  in  benefit  payments 
are  now  being  absorbed  by  increases  in  medical  prices.  The  trend  shown  in  this 
series  for  the  entire  population  is  undoubtedly  similar  to  that  for  plans  serving 
employees  and  their  dependents,  since  group  health  plans  account  for  75  to  80 
percent  of  all  insurance  payments  for  medical  care. 

Illustrative  of  the  changes  that  have  contributed  to  meeting  a  higher  portion 
of  employee  expenditures  for  medical  care  are  lengthened  duration  of  benefits, 
increased  cash  allowances,  and  switches  away  from  cash  indemnity  plans.  Ac- 
cording to  a  recent  Bureau  of  Labor  Statistics  study  of  negotiated  plans,  for 
example,  most  of  the  100  health  insurance  plans  studied  in  1966  raised  allowances 
for  hospital  benefits  since  1962,  and  a  few  plans  switched  from  cash  (indemnity) 
to  service  benefits.7  The  duration  of  benefits  was  extended  in  some  plans,  and  the 
most  common  full-benefit  period  now  is  365  days  per  disability  compared  to  120 
days  in  1962. 

Simlarly,  the  study  reported  significant  upward  revisions  in  the  surgical  fee 
schedule  in  more  than  half  the  plans  and  increased  allowances  for  regular  medi- 
cal care  expense  in  more  than  a  third  of  the  plans.    Furthermore,  a  few  plans 


6  Ruth  S.  Hanft.  "National  Health  Expenditures,  1950-65,"  Social  Security  Bulletin. 
February  1967,  table  7. 

7  Robert  C.  Joiner,  "Changes  in  Negotiated  Health  and  Insurance  Plans.  1952-1966." 
Monthly  Labor  Review,  November  1966. 
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switched  from  a  schedule  of  cash  allowances  for  surgical  procedures  to  payment 
of  all  reasonable  and  customary  charges,  as  in  the  health  insurance  program 
for  the  aged. 

The  flexibility  of  private  employee-benefit  plans  in  adapting  to  changing  at- 
titudes toward  health  care  coverage  is  exemplified  by  the  explosive  growth  of 
comprehensive  and  supplementary  major  medical  expense  insurance.8  The  BLS 
study  reported,  for  example,  that  supplemental  major  medical  insurance  con- 
tinues to  be  the  benefit  most  frequently  added  to  negotiated  health  and  insurance 
plans.  In  early  1966,  supplemental  major  medical  benefits  were  included  in  32 
of  the  plans  in  the  study ;  4  years  earlier,  only  19  plans  had  them. 

Comprehensive  major  medical  expense  insurance  is  also  growing  rapidly, 
though  such  growth  is  more  pronounced  among  non-negotiated  plans.  Mention 
must  also  be  made  of  the  growth  in  the  companion  extended-benefit  and  supple- 
mental major  medical  contracts  of  Blue  Cross-Blue  Shield  plans. 

Typically,  group  major  medical  policies  cover  all  types  of  medical  care  ex- 
pense other  than  dental  care  and  nursing-home  care,  and  sometimes  nursing- 
home  care  is  covered.  The  extended-benefit  and  supplementary  major  medical 
contracts  of  Blue  Cross-Blue  Shield  plans  have  more  variation  than  the  plans 
offered  by  insurance  companies,  but  increasingly,  they  are  offering  some  cover- 
age of  out-patient  care,  physician  service  in  the  office  and  home,  visiting  and 
private-duty  nursing,  drugs,  and  to  a  lesser  extent  nursing-home  care. 

An  indication  of  the  broadening  of  services  covered  by  voluntary  health  in- 
surance is  the  growth  in  coverage  of  dental-care  service  and  nursing-home  care. 
In  1965,  the  numbers  covered  by  these  plans  ( including  persons  outside  of  group 
plans)  were  3.1  million  (dental  care)  and  9.9  million  (nursing-home  care).9 

Growing  interest  in  these  broadened  forms  of  protection  are  also  revealed 
in  the  BLS  study  of  100  negotiated  plans.  Posthospital  care  in  nursing  or  con- 
valescent homes  had  been  introduced  in  many  plans  by  1966.  From  1962  to  1906, 
dental  care  was  added  in  five  of  the  plans  studied  and  vision  care  was  added  in 
six,  bringing  the  totals  for  plans  with  such  benefits  to  six  and  12.  Out-of -hospital 
psychiatric  treatment  was  paid  in  full  in  some  of  the  negotiated  plans  in  the 
study. 

Perhaps  as  important  as  obtaining  initial  coverage  under  a  group  health 
insurance  plan  is  the  continuation  of  coverage  when  the  employee  loses  or  leaves 
his  job.  Because  group  coverage  has  traditionally  been  linked  to  employment, 
interruption  of  the  employment  relationship  because  of  retirement,  layoff,  or 
termination  usually  meant  loss  of  protection. 

The  Federal  program  of  health  insurance  for  the  aged  has  largely  taken  care 
of  the  problem  of  providing  basic  protection  for  the  worker  aged  65  and  over. 
As  has  been  indicated,  however,  private  employee-benefit  plans  in  many  instances 
will  continue  to  play  a  role  by  providing  supplemental  protection. 

The  problems  posed  by  workers  who  leave  their  employment  because  of  vol- 
untary or  involuntary  job  loss  and  plant  shutdown,  however,  still  remain.  Some 
progress  has  been  reported  in  the  practice  of  providing  health  insurance  coverage 
during  periods  of  unemployment.  According  to  a  1965  study  of  the  Bureau  of 
Labor  Statistics,  about  a  tenth  of  employees  under  group  health  insurance  plans 
are  now  protected  by  some  provisions  for  extension  of  coverage  during 
unemployment.10 

These  provisions  are  found  mainly  in  collectively  bargained  plans  in  manu- 
facturing industries  ( primary  metals,  transportation  equipment,  rubber  products, 
food  products,  and  electrical  equipment).  Typically,  the  extended  coverage 
provides  hospital,  surgical,  and  medical  protection  for  the  employee  and  his 
dependent  for  a  specified  period  of  time  after  the  layoff,  typically -2  or  3  months, 
although  longer  periods  are  found  in  some  plans.  For  example,  the  Automobile 
Workers'  plans  provide  employer-financed  health  benefits  coverage  for  up  to  13 


8  Comprehensive  major  medical  is  the  term  applied  to  those  broad  plans  that  provide  a 
wide  range  of  health  services  both  in  and  out  of  the  hospital,  up  to  a  maximum  amount. 
Characteristically,  under  these  plans  the  insured  pay  a  deductible  amount  for  initial  costs 
and,  thereafter  for  a  portion  of  remaining  costs  under  the  coinsurance  features.  Supple- 
mental ma  jor  medical  policies  are  designed  to  go  beyond  the  existing  basic  foospital-surgical- 
medical  insurance,  paying  out  benefits  only  after  benefits  under  the  basic  plan  are  ex- 
hausted and,  typically,  after  a  specified  deductible  amount  is  paid  by  the  insured. 

9  Louis  S.  Reed,  "Private  Health  Insurance  :  Coverage  and  Financial  Experience,  1965," 
Social  Security  Bulletin,  November  1966. 

10  Walter  W.  Kolodrubetz,  "Health  Insurance  Coverage  for  Workers  on  Layoffs,"  Monthly 
Labor  Review,  August  1966. 
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months  after  the  month  of  layoff.  Similarly,  the  Steelworkers  have  negotiated 
for  employer-financed  continuation  of  health  benefits  for  up  to  52  weeks  after 
layoff. 

In  addition  to  employer-financed  protection  for  health  care  during  layoff,  Blue 
Cross-Blue  Shield  plans  and,  more  recently,  many  insured  plans  give  the  individ- 
ual leaving  his  job  (and  group  health  coverage)  the  privilege  of  converting  to 
individual  coverage  within  a  specified  time.  The  Health  Insurance  Institute, 
which  annually  makes  sample  studies  of  new  group  commercial  policies  issued 
during  the  year,  found  that  86  percent  of  the  employees  covered  by  health 
insurance  plans  in  the  1965  study  had  this  option  of  conversion,  compared  with 
about  45  percent  in  the  1960  study.11  Since  the  individual  must,  however,  pay 
for  protection  himself,  typically  at  much  higher  rates  than  those  under  a  group 
plan,  the  option  is  not  exercised  frequently. 

Welfare  benefits 

Group  life  insurance  and  temporary  disability  insurance  plans  have  also  been 
undergoing  changes,  but  the  changes  are  mainly  of  the  "keeping  pace"  type. 
These  wage-replacement  programs  are  especially  sensitive  to  the  need  for  keeping 
benefit  levels  abreast  of  rising  wage  levels. 

The  BLS  study  of  changes  in  100  negotiated  plans  showed  that  about  one-half 
the  life  insurance  plans  and  two-thirds  of  the  temporary  disability  (accident  and 
sickness)  plans  were  revised  between  1962  to  1966.  The  changes  in  life  insurance 
plans  consisted  mainly  of  raising  the  insurance  amounts  and,  in  a  few  plans, 
substituting  benefits  graduated  to  wages  for  uniform  benefits.  Changes  in  tem- 
porary disability  benefits  primarily  took  the  form  of  increases  in  the  amount  of 
weekly  benefit  payments  or  in  the  maximum  amount  payable. 

A  few  plans,  however,  extended  the  duration  of  disability  benefits  from  26 
weeks  to  52  weeks.  In  some  plans  negotiated  by  the  Steelworkers,  benefits  for 
long-service  employees  were  extended  to  periods  as  long  as  260  weeks,  thus  giving 
blue-collar  workers  the  type  of  protection  more  often  provided  white-collar  work- 
ers under  long-term  disability  benefits. 

The  Health  Insurance  Institute  annual  studies  of  new  group  commercial  policies 
give  some  evidence  of  the  growth  of  long-term  disability  protection.  In  the  1965 
survey,  19.8  percent  of  the  employees  covered  by  newly  written  wage-replacement 
policies  were  protected  by  policies  that  provided  benefits  for  5  or  more  years  for 
accident  and  illness,  compared  with  6.8  percent  in  the  1963  study. 

Retirement  plans 

The  private  pension  movement  has  been  particularly  dynamic.  Constant  re- 
visions in  benefit  formulae  to  take  into  account  rising  living  costs  and  wage  levels 
have  typified  activity  in  this  area.  There  has  been  a  sharpening  of  interest  in 
developing  ways  to  expand  coverage  so  that  more  workers  will  build  up  pension 
credits  and  qualify  for  eventual  pensions  through  vesting  and  portability  arrange- 
ments. With  the  maturing  of  plans,  the  scope  of  protection  has  been  broadened 
to  include  provisions  to  meet  needs  in  addition  to  those  for  normal  retirement 
benefits.  Finally,  the  interrelationship  of  pension-plan  policies  and  labor-force 
problems  has  led  to  innovations  such  as  special  early-retirement  provisions. 

Some  rough  impression  of  changes  in  retirement  benefit  levels  may  be  derived 
from  the  aggregates  of  benefits  and  beneficiarie,s  in  table  5,  which  show  that  the 
average  annual  amount  of  payments  per  beneficiary  have  moved  from  about  $800 
in  1950  to  more  than  $1,200  in  1965.  Changes  in  benefit  levels,  however,  are 
more  strikingly  illustrated  by  viewing  improvements  in  employer-financed  nego- 
tiated plans  since  1950. 

Auto  Workers'  plans  in  1950  typically  provided,  for  workers  retiring  at  age 
65  with  25  years  of  service  or  more,  a  $100  monthly  pension  reduced  by  any 
social  security  benefit  to  which  the  worker  was  entitled.  The  benefit  was  reduced 
proportionately  for  workers  with  10  years  of  service  but  less  than  25  years. 
The  result  is  a  private  pension  of  $20  a  month  for  a  worker  with  25  years  of 
service  and  entitled  to  a  social  security  benefit  at  the  maximum  primary  amount 
at  that  time.  The  typical  Auto  Workers'  pension  plan  now  provides  a  benefit  of 
$4.25  times  years  of  service,  or  $106.25  a  month  (which  is  not  subject  to  offset 
for  any  social  security  benefit  for  a  worker  with  25  years  of  credited  service) . 

In  the  primary  metals  industry,  the  typical  plan  negotiated  by  the  Steelwork- 
ers in  1950  called  for  a  monthly  pension,  for  workers  with  15  years  or  more  of 


11  Health  Insurance  Institute,  Group  Health  Insurance  Policies  Issued  in  1965,  1966  and 
preceding  annual  editions. 
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service  at  age  65,  based  on  the  larger  of  two  computations :  ( 1 )  1  percent  of 
average  monthly  earnings  in  the  120  months  before  retirement  times  the  years 
of  service  or  (2)  $4  times  years  of  service  up  to  25 — both  to  be  reduced  by  the 
full  amount  of  the  social  security  benefit.  Under  this  formula,  the  average  25- 
year  worker  earning  the  maximum  wage  taxable  under  the  social  security  pro- 
gram would  receive  $20  a  month  from  the  plan.  Today,  the  formula  in  the 
typical  Steelworker  contract  provides  that  the  social  security  offset  be  fixed  at 
$60  and  a  minimum  pension  of  $5  per  year  of  service  up  to  25  years  (excluding 
any  social  security  benefit)  be  provided.  Thus,  the  private  plan  provides  $125 
for  a  25-year  man  earning  the  maximum  social  security  benefit. 

Since  1950,  the  benefit  formulas  of  the  telephone  company  plans  have  been 
revised  by  reducing  the  social  security  offset  as  well  as  improving  the  minimum 
pension  amounts.  The  basic  benefit  formula  in  1950  was  1  percent  of  average 
monthly  earnings  in  the  10  years  before  retirement  times  years  of  service, 
reduced  by  one-half  the  amount  of  the  retired-worker  benefit  under  the  social 
security  program.  The  minimum  pension  at  age  65  for  a  worker  with  20  years 
of  service  was  $100  (also  offset  by  one-half  of  the  social  security  benefit).  Now 
the  minimum  benefit  at  age  65  with  20-29  years  of  service  is  $115,  and  with  30-39 
years  of  service  it  is  $120  (and  $125  with  40  years  of  service)  offset  by  one-third 
of  the  social  security  benefit,  as  is  the  basic  1  percent  formula. 

Some  large  multiemployer  plans  have  not  changed  benefits  to  any  large 
degree  since  1950,  but  these  are  plans  that  are  not  directly  coordinated  with 
the  amount  of  the  social  security  benefit  that  the  worker  may  receive.  Plans 
of  three  major  unions — the  United  Mine  Workers,  Amalgamated  Clothing  Work- 
ers, and  Ladies'  Garment  Workers — that  pay  uniform  flat  benefits  for  qualified 
workers  have  made  little  or  no  change  in  the  amount  provided  in  1950.  A  number 
of  newer  multiemployer  plans  have,  however,  made  impressive  advances,  espe- 
cially those  in  the  motor  and  water  transportation  industries.  The  Central 
States  Teamsters  Plan,  established  in  1955.  initially  provided  $90  a  month  for 
the  first  60  months  and  $22.50  a  month  thereafter  for  workers  retiring  with  20 
years  of  service  at  age  60.  The  plan  now  permits  retirement  at  age  57  with 
20  years  of  service  and  pays  up  to  $250  a  month  for  the  first  60  months  and  $110 
a  month  thereafter.  In  the  water  transportation  industry,  the  Masters,  Mates, 
and  Pilots  pension  plan  in  1958  provided  a  benefit  of  $5  a  year  of  service  for 
workers  with  20  years  of  service  at  age  65.  The  plan  now  gives  $15  for  each 
year  of  service  up  to  20  years  for  workers  retiring  at  age  65  with  15-20  years 
of  service.  Workers  with  20  years  of  service  or  more  may  retire  at  any  age 
with  a  pension  of  $300  a  month. 

Changes  in  benefit  formulas  have  not  been  restricted  to  negotiated  plans.  One 
study  of  changes  in  50  pension  plans  covering  salaried  workers  shows  that  the 
benefit  formulas  were  improved  in  21  of  the  plans  between  1963  and  1965, 
prompted  in  some  cases  by  changes  in  negotiated  production-worker  plans  of 
the  same  firm.12  These  changes  included  revisions  in  the  basic  formula  in 
11  plans,  the  minimum  formula  in  four  plans,  and  both  formulas  in  six  plans. 
Under  the  illustrative  benefits  computed  in  the  study,  however,  these  revisions 
raised  benefit  levels  in  only  10  plans,  typically  less  than  25  percent  (for  retire- 
ment at  age  65  with  20  and  30  years  of  service  with  assumed  annual  earnings  of 
$4,800,  $10,000,  and  $15,000) . 

The  rapid  growth  of  collectively-bargained  multiemployer  plans  since  1955  has 
focused  attention  on  their  usefulness  in  expanding  coverage  in  industries  char- 
acterized by  many  small  employers  and  high  rates  of  individual  employer  mor- 
tality. These  plans  feature  a  pooled  central  fund  to  which  a  number  of  employers 
agree  to  contribute  specified  amounts  on  behalf  of  their  employees.  About  a  sixth 
of  the  workers  (more  than  4  million)  in  private  pension  plans  are  now  included 
in  these  multiemployer  plans.  Their  approach  to  portability  of  pension  credits 
parallels  that  found  in  social  security — that  is,  a  worker  in  a  multiemployer 
plan  continues  coverage  and  builds  up  pension  credits  as  long  as  he  is  employed 
by  an  employer  contributing  to  the  plan.  The  plans  have  developed,  for  the 
most  part,  in  industries  and  occupations  marked  by  seasonal  employment,  fre- " 
quent  job  changing,  and  small  firms.  Thus,  the  plans  are  concentrated  in  mining, 
food  products  and  apparel  manufacturing,  motor  and  water  transportation, 
services,  and  wholesale  and  retail  industries.  Typically,  the  common  bond  in 
these  plans  is  a  union  negotiating  with  a  group  of  employers.  Only  a  few  plans 
cover  members  of  different  unions. 

\ 


12  Robert  C.  Joiner,  "Changes  in  Pension  Plans  for  Salaried  Employees,"  Monthly  Labor 
Review,  April  1966. 
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The  scope  of  the  individual  plan  determines  the  practical  limits  of  portability, 
though  reciprocity  agreements  between  plans  may  broaden  the  protection.  About 
half  the  workers  in  multiemployer  plans  are  in  a  large  number  of  relatively 
small  plans  limited  to  union  members  in  a  single  craft,  occupation,  or  in- 
dustry— generally  in  a  metropolitan  area.13  The  remaining  workers  are  involved 
in  broader  regional  plans  and  industrywide  national  plans,  such  as  the  United 
Mine  Workers  of  America  Welfare  and  Retirement  Fund,  the  Western  Con- 
ference of  Teamsters  Pension  Fund,  and  the  Ladies'  Garment  Workers'  National 
Retirement  Fund. 

Development  of  reciprocity  agreements,  under  which  workers  may  carry 
pension  credits  from  one  plan  to  another,  further  broadens  the  protection  of 
portability  in  multiemployer  plans.  At  this  time,  however,  only  a  small  number 
of  agreements  have  been  reached;  they  are  normally  limited  to  plans  that 
have  some  strong  mutual  ties,  and  thus  rarely  cover  pension  plans  of  different 
unions.  The  objective  of  these  provisions  is  agreement  by  the  plans  on  joint 
recognition  of  the  total  number  of  years  of  service  for  a  worker,  who  may  have 
split  his  employment  between  two  or  more  funds.  Thus,  a  worker  who  may 
not  qualify  under  one  plan  can  use  service  under  other  plans  to  attain  eligibility 
and/or  build  up  additional  pension  benefits. 

In  recent  years,  there  has  been  increased  interest  in  these  agreements  in  the 
motor  transportation  and  construction  industries.  In  1965  the  Central  States 
Teamsters  and  the  Chicago  Truck  Drivers'  U/nion  (an  independent  union)  agreed 
to  recognize  pension  credits  earned  under  either  union's  funds.  The  Central 
States.  Southeast,  and  Southwest  Areas  Pension  Fund  (of  the  Teamsters) 
has  entered  into  reciprocal  arrangements  with  large  Teamsters  plans  on  the 
East  Coast,  permitting  the  same  type  of  portability  protection.  In  1965  also, 
six  funds  established  by  the  Carpenters'  Union  in  the  New  York  City  area  agreed 
to  transfer  arrangements  between  their  funds. 

Another  approach  at  achieving  portability  is  the  national  multiemployer  plan 
established  by  the  Industrial  Union  Department  of  the  AFL-CIO.  The  aim  is 
to  cover  (at  low  administrative  cost)  union  members  employed  by  small  firms 
who  may  be  unable  to  provide  such  protection  on  an  individual  basis.  The 
plan,  which  was  adopted  by  the  board  of  trustees  in  early  1966,  will  be  under- 
written by  a  group  of  insurance  companies.  It  provides,  like  other  multiem- 
ployer plans,  portability  of  pension  credits  of  workers  who  shift  from  one  em- 
ployer to  another  in  the  plan.  The  unusual  feature  of  this  program  is  that 
participation  is  open  to  collective  bargaining  situations  involving  any  union 
affiliated  with  the  Industrial  Union  Department  (about  50  unions  are  now  in 
this  group) . 

Although  the  primary  purpose  of  a  pension  plan  is  to  provide  lifetime  benefits 
to  workers  who  retire,  other  types  of  benefits  have  been  introduced  as  the  benefit 
levels  of  the  plan  attain  more  or  less  "adequate"'  levels.  Thus,  the  major  an- 
cillary benefit  provisions  in  private  plans — early  and  disability  retirement  and 
vesting — have  been  added  to  the  pension  plans  as  experience  has  unfolded,  al- 
though pressure  for  liberalized  retirement  benefits  has  never  abated.  Almost 
all  private  plans  now  have  one  or  more  of  these  protective  provisions.  Accord- 
ing to  a  BLS  study  of  pension  plans  in  effect  in  1962-63,  about  30  percent  of  the 
plans  studied  (with  40  percent  of  the  workers)  had  early  and  disability  retire- 
ment and  vesting  provisions.14  A  large  part  of  this  group  was  accounted  for  by 
plans  negotiated  by  the  Auto  Workers  and  the  Steelworkers.  Close  to  40  per- 
cent of  the  plans  (with  20  percent  of  the  workers)  had  vesting,  early  retirement, 
or  both,  and  20  percent  of  the  plans  (with  30  percent  of  the  workers)  had  at  least 
a  disability  retirement  provision  and,  in  some  cases,  vesting  or  early  retirement. 
About  10  percent  of  the  plans  (with  another  10  percent  of  the  workers,  mostly 
in  negotiated  multiemployer  plans)  had  only  the  protection  offered  by  normal 
retirement. 

Provisions  for  survivor  of  death  benefits  have  also  been  slowly  developing. 
These  provisions  take  various  forms.  Under  one  approach,  the  employee  is 
allowed  a  choice  of  one  or  more  types  of  retirement  benefits,  including  con- 
tinuation of  benefits  to  a  surviving  spouse  "joint  and  survivor"  or  a  guarantee 
of  benefits  for  a  minimum  number  of  payments  ("period  certain").  Typically, 
the  pensioner's  benefit  is  adjusted  (reduced)  on  an  actuarial  basis,  so  that  no 
added  cost  is  accrued  by  the  plan.    These  provisions  are  now  fairly  common 


13  Bureau  of  Labor  Statistics.  Ifultiemploi/er  Pension  Plans  Under  Collective  Bargaining, 
Spring  i960.     (Bulletin  No.  1326),  1&62. 

14  Bureau  of  Labor  Statistics.  Private  Pension  Plan  Benefits.     (Bulletin  Xo.  14S5).  196fi. 
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in  private  pension  plans.  However,  in  some  plans,  such  as  those  negotiated 
by  the  Automobile  Workers,  the  survivors'  option  is  subsidized  by  the  employer 
so  that  the  adjustment  (reduction)  is  much  less  than  the  added  value  of  the 
benefit. 

Another  form  of  survivor  benefit  guarantees  payments  for  a  specified  period, 
at  no  cost  to  the  employee,  or  provides  a  lump-sum  payment  when  the  employee 
dies — either  before  or  after  retirement.  According  to  the  BLS  study  of  pension 
plans  filed  under  the  Welfare  and  Pension  Plans  Disclosure  Act  of  1962-63, 
about  a  third  of  the  plans,  with  slightly  more  than  a  third  of  the  workers,  had 
some  type  of  death  or  survivor  benefit.  They  were  more  common  in  plans  not 
under  collective  bargaining  ( about  40  percent  of  the  plans,  with  37  percent  of  the 
workers)  than  in  negotiated  plans  (about  20  percent  of  the  plans,  with  34  per- 
cent of  the  workers).  An  earlier  BLS  study  of  300  negotiated  plans  in  effect 
in  1960-61,  showed  that  about  a  sixth  of  the  plans,  with  a  fourth  of  the  work- 
ers, had  death  benefits  of  the  type  under  discussion.15 

Frequently  cited  as  a  prime  example  of  private  pension  flexibility  to  meet 
special  situations  is  the  development  of  special  early  retirement  features.  These 
provisions  have  been  introduced  in  part,  to  ease  worker  adjustment  to  automation 
and  technological  change.  Despite  the  heavy  costs  involved,  there  has  been  a 
rash  of  permanent  (and  temporary)  changes  in  pension  plans,  in  which  early- 
retirement  benefits  are  supplemented  to  make  retirement  more  feasible.  These 
provisions  have  been  mainly  adopted  in  manufacturing  industries  such  as  pri- 
mary metals,  transportation  equipment,  rubber  products,  food  products,  and  elec- 
trical equipment  industries,  and  they  covered  about  a  sixth  of  the  workers  under 
private  pension  plans  in  1965.16  They  typically  apply  only  to  production  workers 
under  collective-bargaining  agreements. 

Although  there  is  wide  variation  in  the  requirements  to  be  met  to  qualify 
for  these  special  benefits,  typically,  age  55  with  10,  15,  or  20  years  of  service  is 
stipulated.  The  provisions  usually  have  a  further  condition  that  the  request 
for  retirement  may  be  initiated  by  the  employer  or  be  granted  under  mutually 
satisfactory  conditions.  Other  conditions  include  plant  shutdown,  permanent 
layoff,  or  disability  not  quaifying  under  the  regular  disability  retirement 
provision. 

TECHNICAL  NOTE 

Aii  "employee-benefit  plan,"  as  defined  in  this  article,  is  any  type  of  plan 
sponsored  or  initiated  unilaterally  or  jointly  by  employers  and  employees  and 
providing  benefits  that  stem  from  the  employment  relationship  and  that  are 
not  underwritten  or  paid  directly  by  government  (Federal,  State,  or  local). 
In  general,  the  intent  is  to  include  plans  that  provide  in  an  orderly,  predeter- 
mined fashion  for  ( 1 )  income  maintenance  during  periods  when  regular  earnings 
are  cut  off  because  of  death,  accident,  sickness,  retirement,  or  unemployment 
and  (2 )  benefits  to  meet  expenses  associated  with  illness  or  injury. 

The  series  excludes  such  fringe  benefits  as  paid  vacations,  holidays,  and  rest 
periods;  leave  with  pay  (except  formal  sick  leave)  ;  savings  and  stock-purchase 
plans ;  discount  privileges ;  and  free  meals.  Severance  and  dismissal  payments 
are  also  excluded  from  the  series,  except  to  the  extent  that  such  payments  are 
made  from  supplemental  unemployment  benefit  funds  covering  temporary  lay- 
offs. The  latter  exclusion  is  based  less  on  conceptual  grounds  than  on  the  problem 
of  compiling  data  for  a  benefit,  often  a  lump-sum  payment,  that  is  usually  paid 
out  of  a  company's  current  revenue. 

Private  plans  written  in  compliance  with  State  temporary  disability  insurance 
laws  are  included  in  the  series,  but  workmen's  compensation  and  statutory  pro- 
visions for  employer's  liability  are  excluded.  Also  excluded  are  retirement 
and  sick-leave  plans  for  government  employees,  where  the  government  in  its 
capacity  as  an  employer  pays  benefits  directly  to  its  employees. 

Government  employees  who  are  covered  by  employee-benefit  plans  underwrit- 
ten by  nongovernment  agencies  are  included,  however,  whether  or  not  the  govern- 
ment unit  contributes  (as  an  employer)  to  the  financing  of  the  program.  Specifi- 
cally involved  here  are  plans  providing  government  employees  with  group  life 
insurance,  accidental  death  and  dismemberment  insurance,  and  hospital,  surgical, 


15  Bureau  of  Labor  Statistics,  Pension  Plans  Under  Collective  Bargaining,  Benefits  for 
Survivors,  Winter  1960-61.     (Bulletin  No.  1296).  1961. 

16  Department  of  Labor,  The  Older  American  Worker,  Report  of  the  Secretary  of  Labor 
to  the  Congress  Under  Section  715  of  the  Civil  Rights  Act  of  196Jf,  Research  Materials, 
1965. 
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regular  medical,  and  major  medcal  expense  insurance.  The  serviceman's  Group 
Life  Insurance  program,  which  is  underwritten  by  private  insurers  has  been 
excluded,  however,  since  the  series  is  related  only  to  the  civilian  wage  and  salary 
labor  force. 

Estimates  of  coverage,  contributions,  and  benefits  are  based  for  the  most  part  on 
reports  by  private  insurance  companies  and  other  nongovernment  agencies.  Many 
of  the  reports  include  data  for  persons  who  are  no  longer  currently  employed  as 
wage  and  salary  workers  because  of  retirement,  temporary  layoff,  sickness,  or 
shift  in  jobs.  No  attempt  has  been  made  to  adjust  the  data  for  any  overstate- 
ment that  might  result  from  their  inclusion.  The  coverage  estimates  for  pension 
plans,  which  have  been  adjusted  to  eliminate  annuitants,  provide  the  one 
exception. 

Contributions  under  insured  pension  plans  are  on  a  net  basis,  with  dividends 
and  refunds  deducted.  Those  under  noninsured  plans  are,  for  the  most  part,  on 
a  gross  basis,  and  refunds  appear  as  benefit  payments.  For  pay-as-you-go  (un- 
funded) plans,  contributions  have  been  assumed  to  equal  benefit  payments.  Esti- 
mates of  per  capita  contributions  are  derived  by  dividing  total  annual  contri- 
butions by  the  average  number  of  employees  covered  during  the  year. 

The  number  of  beneficiaries  under  pension  plans  relates  to  those  in  receipt 
of  periodic  payments  at  the  end  of  the  year  and  thus  excludes  those  receiving 
lump  sums  during  the  year.  The  retirement  benefits  under  noninsured  plans  do 
include  (1)  refunds  of  employee  contributions  to  individuals  who  withdraw  from 
the  plans  before  retirement  and  before  accumulating  vested  deferred  rights,  (2) 
payments  of  the  excess  of  employee  contributions  to  survivors  of  pensioners 
who  die  before  they  receive  in  retirement  benefits  an  amount  equal  to  their 
contributions,  and  (3)  lump-sum  payments  made  under  deferred  profit-sharing 
plans.  Because  the  source  of  the  data  from  which  the  estimates  have  been 
developed  does  not  permit  distinction  between  these  lump-sum  benefits  and  the 
amounts  representing  monthly  retirement  benefits,  precise  data  on  average 
monthly  or  annual  retirement  benefit  amounts  cannot  be  derived. 
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Mr.  Curtis.  I  appreciate  that  and  I  know  you  will,  Mr.  Cohen.  It 
would  have  been  so  helpful  if  we  had  had  it  originally.  There  is  a 
big  difference  in  information  dragged  out  or  put  into  the  record  later 
from  information  which  is  presented  originally  upon  which  we  can 
cross-examine. 

Mr.  Cohen.  You  are  aware  of  the  report  of  the  President's  Com- 
mittee on  Corporate  Pension  Plans  ? 

Mr.  Curtis.  Oh,  yes,  and  I  would  have  thought  that  there  had  been 
some  reference  in  the  Secretary's  prepared  statement  to  it.  I  think 
it  is  important  to  get  an  understanding  of  what  the  administration 
thinks  is  going  on  in  the  private  sector  because  maybe  your  concept 
of  what  is  going  on  in  the  private  sector  is  different  from  others. 
Maybe  your  evaluation  is  sound,  but  we  need  to  have  that  evaluation. 

So  that  material  when  it  comes  hi  will  be  extremely  helpful  and  of 
course  in  executive  session  I  will  be  able  to  interrogate  on  it. 

One  final  thing  and  this  is  really  in  the  nature  of  an  observation  but 
of  very  basic  importance  I  think.  The  term  "poverty"  has  been 
bandied  about  in  this  society  in  recent  years  in  what  I  would  say  is  a 
very  unprofessional  manner.  Over  a  period  of  100  years  we  have  de- 
veloped a  scientific  term  to  define  poverty.  It  is  still  the  term  used 
in  the  United  Nations,  as  I  understand,  subsistence  poverty.  It  is 
somewhat  a  medical  term.  It  relates  to  the  calorie  intake  per  year 
needed  to  keep  human  beings  alive.  It  is  a  very  important  statistic 
for  the  rest  of  the  world.  First,  I  would  make  this  observation  and 
if  there  is  disagreement  I  would  like  to  hear  it.  There  is  no  subsist- 
ence poverty  in  the  United  States. 

The  term  that  has  been  used  in  recent  years  is  really  what  could  be 
properly  defined  as  relative  poverty.  I  would  observe  that  relative 
poverty  is  an  entirely  different  concept  from  subsistence  poverty  and 
creates  entirely  different  kinds  of  problems.  I  think  it  is  most  im- 
portant that  we  start  getting  our  clarification  of  these  terms. 

Let  me  point  out  some  of  the  objections  to  the  sloppy  use  of  the  term 
"poverty."  The  administration  presented  a  figure  originally  of  $3,000 
annual  income,  for  a  couple  I  think  it  was,  as  the  beginning  level  of 
poverty.    That  has  been  changed  several  times  for  various  reasons. 

New  York  State  comes  up  with  a  figure  of  $7,000.  I  think  in  1965 
we  collected  in  Federal  income  tax  from  the  poverty  group  defined  by 
$3,000  and  below  about  $1.8  billion  of  income  tax. 

In  New  York  State  using  the  $7,000  figure  over  half  the  State  is 
placed  in  poverty.  Obviously  the  term  "poverty",  even  "relative  pov- 
erty" has  lost  its  significance. 

The  reason  I  make  such  a  point  of  this  is  that  the  general  public 
and  many  Members  of  Congress  have  been  confused  by  this  misue  of 
the  term.  A  clarification  between  subsistence  poverty,  calorie  intake, 
and  what  we  are  talking  about  in  the  United  States,  relative  poverty 
is  important.  Internationally  this  has  confused  people  abroad  to  the 
downgrading  of  the  United  States.  When  the  term  "poverty"  is  used 
in  India  and  related  to  the  United  States  of  course  their  concept 
relates  to  what  they  are  all  too  well  aware  of,  subsistance  poverty, 
not  to  the  kind  of  so-called  poverty  problems  here  in  the  United 
States,  real  as  these  problems  may  be. 
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I  don't  want  to  minimize  those  problems  by  making  these  distinc- 
tions, having  said  that  I  would  of  course  appreciate  your  comments  if 
you  care  to  make  them. 

Mr.  Cohen.  Yes.  First  let  me  say  I  think  the  question  of  statis- 
tically determining  what  is  poverty  or  some  similar  concept  is  a  most 
difficult  one  and  there  are  lots  of  imprecise  aspects  to  it. 

Mr.  Curtis.  May  I  interrupt  for  just  a  second  ? 

But  you  are  aware  of  the  U.N.  definition  and  is  it  not  true  that 
we  have,  over  a  period  of  really  almost  a  century,  developed  a  term 
which  is  a  medical  term  of  calorie  intake  necessary  for  subsistence  and 
that  is  a  term  that  is  used  to  define  poverty.  I  want  to  pin  that  down 
if  I  can. 

Mr.  Cohen.  I  don't  know  that  I  can  answer  that  unequivocably. 
Our  definition  of  poverty,  the  one  which  we  call  the  Social  Security 
Administration  definition  of  poverty,  is  very  specifically  stated  and 
I  would  like  to  put  it  in  the  record,  although  I  am  not  proposing  that 
it  is  the  only  one  possible. 

(The  following  information  was  received  by  the  committee :) 

Description  of  the  Social  Security  Administration  Poverty  Index 

The  starting  point  for  the  SSA  poverty  index  is  the  amount  of  money  needed  to 
purchase  the  food  for  a  minimum  adequate  diet  as  determined  by  the  Department 
of  Agriculture.  The  food  budget  is  the  lowest  that  could  be  devised  to  supply 
all  essential  nutrients  using  foods  readily  purchasable  in  the  U.S.  market  (with 
customary  regional  variations).  The  poverty  line  is  then  calculated  at  three 
times  the  food  budget  (slightly  smaller  proportions  for  one  and  two  person 
families)  on  the  assumption — derived  from  studies  of  consumers — that  a  family 
that  has  to  spend  a  larger  proportion  of  its  income  on  food  will  be  living  at 
a  very  inadequate  level.  The  food  budgets  and  the  derivative  poverty  income  cut- 
off points  are  estimated  in  detail  for  families  of  differing  size  and  composition  ( 62 
separate  family  types)  with  a  farm-nonfarm  differential  for  each  type.  This 
variation  of  the  poverty  measure  in  relation  to  family  size  and  age  of  members  is 
its  most  important  distinguishing  characteristic. 

Because  the  level  of  living  implied  by  the  poverty  index  is  lower  than  we 
think  most  people  would  regard  as  an  appropriate  measure  of  adequacy  of  in- 
come for  retired  persons  or  disabled  workers  and  their  families  or  widows  and 
children,  we  have  also  developed  a  slightly  higher  index.  We  call  this  the  low- 
income  index  and  it  is  definitely  low  income. 

The  revised  BDS  minimum  but  adequate  budget,  when  it  is  completed  in  the 
next  few  months,  will  almost  certainly  be  significantly  higher. 

The  weighted  average  of  poverty  and  low  income  cut-off  points  for  1965  in- 
comes are  shown  in  Table  1.  A  detailed  description  of  the  methodology  used  in 
the  development  of  the  indexes  is  presented  in  Section  B  below.  Section  A  sum- 
marizes very  briefly  some  of  the  major  findings  that  have  come  out  of  the  SSA 
studies  of  poverty. 
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A.  TRENDS  IN  POVERTY  IN  THE  UNITED  STATES,  1959-1965 

In  1959,  just  under  40  million  persons,  or  22  percent  of  the  non-institutional 
population  of  the  United  States  were  living  in  families  (including  single-person 
families)  with  annual  incomes  below  the  poverty  line.  By  1965,  the  number  of 
persons  living  in  poverty  by  this  count  was  32.7  million — 6  million  fewer — and 
17  percent  of  the  noninstitutional  population.1 

The  drop  in  the  number  of  poor  was  largely  a  result  of  the  increased  job 
opportunities  and  higher  earnings  levels  resulting  from  the  favorable  economic 
conditions  of  these  years.  As  a  result  a  larger  proportion  of  the  poor  in  1965 
were  persons  with  limited  earning  capacity  or  those  whom  age,  disability  or 
other  factors  kept  out  of  the  labor  market  entirely. 

In  1959  of  all  households  counted  poor,  8  million  were  headed  by  a  man  and 
5%  million  by  a  woman  ;  by  1965  the  number  of  poor  households  headed  by  a  man 
had  dropped  to  6  million,  but  those  headed  by  a  woman  remained  almost  un- 
changed. And  although  there  were  now  only  5  households  in  poverty  for  every 
6  in  1959,  the  number  of  1  or  2  person  families  with  an  aged  head  remained  as 
it  had  been,  close  to  4  million.  Indeed,  despite  improvement — aided  in  large 
measure  by  an  increase  in  the  number  of  aged  drawing  OASDI — persons  aged  65 
and  over  were  still  the  most  poverty-stricken  group  in  the  Nation. 

In- 1959,  37  percent  of  persons  65  and  over  were  living  in  poverty,  compared 
with  21  percent  of  all  other  age  groups.  Six  years  later,  the  poverty  rates  were 
30  percent  for  the  aged  and  16  percent  for  all  others. 

A  majroity  of  the  aged  live  alone  or  with  just  one  other  person.  In  1965  two 
out  of  five  households  consisting  of  one  aged  person  or  an  elderly  couple  fell 
below  the  poverty  line,  compared  with  but  1  in  seven  of  all  other  households. 
The  families  of  the  aged  generally  have  lower  incomes  than  younger  households 
of  the  same  size  because  they  are  less  likely  to  include  a  steady  earner,  and  be- 
cause the  public  programs  which  help  many  of  the  aged  generally  pay  less 
than  the  earnings  they  are  intended  to  replace.  On  the  average  aged  couples 
or  persons  living  alone  must  get  along  on  less  than  half  the  money  income 
available  to  a  young  couple  or  single  person — a  difference  greater  than  any  pos- 
sible differential  in  living  requirements. 

The  fact  that  aged  men  and  women  are  less  likely  to  work  regularly  than 
younger  persons  is  the  main  reason  why  poverty  is  so  much  more  prevalent 
among  the  aged.  When  families  are  matched  by  work  experience  and  sex  of  the 
head,  aged  families  are  not  so  much  worse  off  than  others.  For  example  although 
the  poverty  rate  for  all  aged  men's  families  is  twice  that  of  younger  ones,  when 
the  head  works  full  time  the  year  round  the  rate  of  poverty  among  the  aged  is 
only  50  percent  greater  than  among  others.  And  indeed  when  the  head  does  not 
work  at  all  the  average  aged  family  will  do  better  than  a  corresponding  younger 
family  because  of  the  social  security  and  other  public  support  programs  more 
readily  available  to  older  people.  Among  the  families  of  men  who  did  not  work 
at  all  in  1965,  25  percent  of  the  aged  were  in  poverty  compared  with  35  percent 
when  the  head  was  55-64,  and  42  percent  if  he  was  under  55. 

The  role  of  social  security  and  other  public  programs  in  ameliorating  poverty  is 
quite  evident  also  in  the  situation  of  families  headed  by  a  woman.  Because  a 
woman  responsible  for  a  family  cannot  work  as  readily  as  a  man  and  will  earn 
less  when  she  does,  the  families  of  women  are  generally  much  poorer  than  men's 
families.  But  by  age  65  when  most  men  heading  a  family  are  not  working 
regularly  either,  the  economic  gap  between  the  man's  and  woman's  family  lessens. 
With  a  head  under  55  a  woman's  family  is  five  times  as  likely  to  be  poor  as  a 
man's ;  between  55  and  64,  the  woman's  family  is  two-and  a  fourth  as  likely  to 
be  poor  as  the  man's;  by  age  65  or  older,  the  risk  of  poverty  for  the  woman's 
family  is  not  quite  twice  that  of  man's,  and  if  both  are  not  working  at  all,  the 
woman's  family  is  no  more  than  one-and  a  fourth  times  as  likely  to  be  poor 
as  the  man's. 

While  the  aged,  the  disabled  and  families  headed  by  a  woman  with  children 
make  up  the  hard-core  poor,  there  is  a  substantial  amount  of  poverty  among 
families  headed  by  a  man  who  works  full-time  but  at  low  wages.  In  most  cases, 
these  are  large  families.    In  1965,  for  example,  17  percent  of  the  households 


1  These  estimates  are  based  on  special  tabulations  from  the  Current  Population  Survey 
made  by  the  Bureau  of  the  Census  for  the  SSA.  The  data  have  been  published  in  a  series 
of  articles  by  Mollie  Orshansky  in  the  Social  Security  Bulletin:  (See  the  Social  Securiti; 
Bulletin  for  January  and  July  1965,  and  April,  May  and  December  1966).  and  summary 
figures  used  in  the  Economic  Report  of  the  President  and  Annual  Report  of  the  Council  of 
Economic  Advisors  for  January  1966  and  January  1967. 
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headed  by  a  man  who  worked  50  weeks  or  more  and  who  had  4  or  more  children 
were  poor  as  compared  with  4  percent  of  fully  employed  male  family  heads  with 
three  or  fewer  children.  When  one  counts  children  rather  than  families,  the 
seriousness  of  the  problem  becomes  evident.  In  spite  of  improvements  in  the  last 
few  years,  there  were  14.3  million  children  living  in  poverty  in  1965,  nearly  half 
in  a  family  with  5  or  more  children,  about  a  third  in  families  headed  by  a  woman, 
but  also  nearly  a  third  in  families  headed  by  a  man  who  worked  full  time  all 
year. 

Just  above  the  poverty  line  is  a  group  with  incomes  that  are  still  lower  than 
what  one  would  like  to  think  of  as  an  American  standard  of  living.  This  near 
poor  group  included  13.6  million  persons  in  1965,  so  that  the  total  living  below  a 
low-income  level  was  47.3  million  (low  income  defined  as  $1,800  for  a  single  per- 
son and  $2,600  for  a  couple) . 

These  counts  of  poverty  and  low  income  are  based  on  the  sample  Current  Popu- 
lation Survey.  As  such  they  exclude  persons  in  institutions,  many  of  whom  are 
among  the  poorest.  They  also  measure  poverty  on  the  basis  of  the  total  income 
of  all  related  persons  living  together.  Thus,  for  example,  a  widow  who  lives  with 
her  son  or  daughter  because  she  does  not  have  sufficient  income  to  live  alone  will 
nevertheless  not  be  counted  as  poor  unless  the  total  group  is  poor.  Similarly 
some  mother-child  families  who  share  quarters  with  relatives  do  not  appear  in 
the  count  of  those  living  in  poverty  even  though  they  could  not  get  along  on  their 
own.  The  number  of  such  "hidden  poor"  is  significant,  particularly  among  the 
aged.  Because  people  in  our  society  value  highly  the  opportunity  for  independent 
living,  it  is  useful  to  measure  poverty  or  low  income  also  on  the  basis  of  the  in- 
come of  the  immediate  family — an  individual,  a  couple  or  a  couple  and  their 
children. 

On  this  basis,  the  SSA  estimates  that  as  of  July  1,  1967,  there  will  be  about  7.5 
million  persons  aged  65  and  over,  or  39  percent  of  the  total,  who  are  poor  and  9.9 
million,  51  percent  who  have  less  than  a  low  income  line.  Of  the  15.9  million  per- 
sons aged  65  and  over  receiving  social  security  benefits,  some  6.2  million  will  be 
poor.  Almost  as  many — 5.7  million — will  be  kept  out  of  poverty  by  their  OASDI 
benefits.  The  increase  in  benefit  levels  that  the  Administration  recommends 
would  move  about  1.6  million  aged  beneficiaries  and  about  .5  million  younger  bene- 
ficiaries out  of  poverty.  The  relationship  of  social  security  benefits  and  poverty 
are  discussed  in  more  detail  in  the  material  inserted  on  page  193  of  the  transcript 
of  the  hearings. 

B.  DERIVATION  OF  THE  SSA  POVERTY  INDEX 

The  following  statements,  explaining  in  detail  the  derivation  of  the  SSA  poverty 
index,  are  excerpted  from  the  articles  by  Mollie  Orshansky  in  the  January  and 
July  1965  issues  of  the  Social  Security  Bulletin. 

Defining  the  Poverty  Line 

Poverty  has  many  facets,  not  all  reducible  to  money.  Even  in  such  terms 
alone,  it  will  not  be  possible  to  obtain  unanimous  consent  to  a  list  of  goods 
and  services  that  make  up  the  s\me  qua  non  and  the  dollars  it  takes  to  buy 
them.  The  difficulty  is  compounded  in  a  country  such  as  ours,  which  has  long 
since  passed  the  stage  of  struggle  for  sheer  survival. 

In  many  parts  of  the  world,  the  overriding  concern  for  a  majority  of  the 
populace  every  day  is  still  "Can  I  live?"  For  the  United  States  as  a  society, 
it  is  no  longer  whether  but  how.  Although  by  the  levels  of  living  prevailing 
elsewhere,  some  of  the  poor  in  this  country  might  be  well-to-do,  no  one  here 
today  would  settle  for  mere  subsistence  as  the  just  due  for  himself  or  his 
neighbor,  and  even  the  poorest  may  claim  more  than  bread.  Yet  as  yesterday's 
luxuries  become  tomorrow's  necessities,  who  can  define  for  today  how  much 
is  enough?  And  in  a  society  that  equates  economic  well-being  with  earnings, 
what  is  the  floor  for  those  whose  earning  capacity  is  limited  or  absent  alto- 
gether, as  it  is  for  aged  persons  and  children? 

Available  standards  for  food  adequacy 

Despite  the  Nation's  technological  and  social  advance,  or  perhaps  because 
of  it,  there  is  no  generally  accepted  standard  of  adequacy  for  essentials  of  living 
except  food.  Even  for  food,  social  conscience  and  custom  dictate  thajt  there  be 
not  only  sufficient  quantity  but  sufficient  variety  to  meet  recommended  nutritional 
goals  and  conform  to  customary  eating  patterns.  Calories  alone  will  not  be 
enough. 
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Food  plans  prepared  by  the  Department  of  Agriculture  have  for  more  than 
30  years  served  as  a  guide  for  estimating  costs  of  food  needed  by  families  of 
different  composition.  The  plans  represent  a  translation  of  the  criteria  of 
nutritional  adequacy  set  forth  by  the  National  Research  Council  into  quantities 
and  types  of  food  compatible  with  the  preference  of  United  States  families, 
as  revealed  in  food  consumption  studies.  Plans  are  developed  at  varying  levels 
of  cost  to  suit  the  needs  of  families  with  different  amounts  to  spend.  All  the 
plans,  if  strictly  followed,  can  provide  an  acceptable  and  adequate  diet,  but — 
generally  speaking — the  lower  the  level  of  cost,  the  more  restricted  the  kinds 
and  qualities  of  food  must  be  and  the  more  the  skill  in  marketing  and  food 
preparation  that  is  required.2 

Each  plan  specifies  the  required  weekly  quantities  of  foods  in  particular  food 
groups  for  individuals  of  varying  age  and  sex.  The  Department  regularly  pub- 
lishes cost  estimates  at  United  States  average  prices  based  on  the  assumption 
that  all  meals  are  prepared  at  home  from  foods  purchased  at  retail.  Because 
no  allowance  is  made  for  using  any  food  from  the  home  farm  or  garden,  the 
cost  estimates  are  not  applicable  to  farm  families  without  some  adjustment 
although  the  quantities  presumably  could  be. 

The  low-cost  plan,  adapted  to  the  food  paterns  of  families  in  the  lowest  third 
of  the  income  range,  has  for  many  years  been  used  by  welfare  agencies  as  a  basis 
for  food  allotments  for  needy  families  and  others  who  wished  to  keep  food  costs 
down.  Often,  however,  the  actual  food  allowance  for  families  receiving  public 
assistance  was  less  than  that  in  the  low-cost  plan.  Although  spending  as  much  as 
this  food  plan  recommends  by  no  means  guarantees  that  diets  will  be  adequate, 
families  spending  less  are  more  likely  to  have  diets  falling  below  the  recom- 
mended allowances  for  some  important  nutrients- 

Recently  the  Department  of  Agriculture  began  to  issue  an  "economy"  food 
plan,  costing  only  75-80  percent  as  much  as  the  basic  low-cost  plan,  for  "tem- 
porary or  emergency  use  when  funds  are  low."  In  January  1964.  this  plan 
suggested  foods  costing  84.60  a  week  per  person,  an  average  of  only  22  cents  a 
meal  per  person  in  a  4-person  family.3  For  some  family  members,  such  as  men 
and  teen-age  boys,  the  cost  was  higher  ;  for  others — young  children  and  women, 
for  example — it  was  less. 

The  food  plan  as  such  includes  no  additional  allowance  for  meals  eaten  out  or 
other  food  eaten  away  from  home.  Meals  eaten  by  family  members  at  school 
or  on  the  job,  whether  purchased  or  carried  from  home,  must  still  come  out 
of  the  same  household  food  allowance. 

The  food  costs  for  individuals  according  to  this  economy  plan,  at  January 
1964  prices,  were  used  as  the  point  of  departure  for  determining  the  minimum 
total  income  requirement  for  families  of  different  types.  An  additional  set  of 
poverty  income  points  was  computed,  using  the  low-cost  plan  with  its  average 
per  capital  weekly  cost  of  85.90. 

Choosing  representative  family  types 

Moving  from  the  cost  of  food  for  a  family  to  the  total  income  required  entailed 
three  basic  steps.  First,  since  the  food  plans  show  estimated  costs  separately  for 
individuals  in  19  age-sex  classes,  and  since  it  is  suggested  that  these  be  further 
adjusted  for  family  size,  it  was  necessary  to  define  the  family  size  and  com- 
position prototypes  for  which  food  costs  would  be  computed.  It  was  then  neces- 
sary to  decide  how  much  additional  income  to  allow  for  items  other  than  food, 
and  finally  how  to  relate  the  cash  needs  of  farm  families  to  those  of  their  com- 
parable nonf  arm  cousins. 

In  view  of  the  special  interest  in  the  economic  status  of  families  with  children, 
and  because  logic  suggests  that  income  requirements  are  related  to  the  number 
in  the  family,  estimates  were  made  separately  for  nonfarm  families  varying  in 
size  from  two  members  to  seven  or  more,  further  classified  by  sex  of  head  and 


2  See  U.S.  Department  of  Agriculture.  Family  Food  Plans  and  Food  CostSj  Home  Eco- 
nomics Research  Report  No.  20.  November  1962. 

3  With  recommended  adjustments  for  family  size,  small  families  are  allowed  somewhat 
more  and  larger  families  somewhat  less,  and  for  all  families  the  actual  amounts  of  food 
suggested  will  vary  with  the  sex  and  age  of  the  members.  Even  in  a  4-person  family,  the 
per  capita  cost  will  vary  slightly  from  the  figure  cited,  depending  upon  whether  it  includes 
teen-agers  with  high  food  requirements  or  a  younger  child  or  an  aged  member  with  food 
needs  less  than  average. 

Recent  revisions  in  suggested  food  quantities  to  allow  for  changes  in  the  Recommended 
Dietary  Allowances  result  in  almost  no  change  in  the  costs  of  the  plans  on  the  average. 
Foods  for  men  of  all  ages  and  girls  aged  9-12  cost  slightly  less  than  before,  and  foods  for 
women  under  age  55  cost  slightly  more.  (See  Family  Economics  Review  (U.S.  Department 
of  Agriculture),  October  1964). 
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number  of  related  children  under  age  18.  To  allow  for  the  special  interest  in 
the  aged,  the  majority  of  whom  live  alone  or  in  couples,  2-person  families  were 
further  classified  by  age  of  head  as  those  under  age  65  or  aged  65  and  older,  for 
a  total  of  58  nonfarm  family  types.  Four  additional  income  cutoffs  for  male 
and  female  unrelated  individuals — classified  as  under  age  65  or  aged  65  or  older — 
were  derived  from  the  standards  for  2-person  families.  With  the  matching  set 
of  economy  level  incomes  for  farm  residents  and,  finally,  the  replication  of  the 
entire  matrix  at  the  low-cost  level,  a  total  of  248  separate  income  points  was 
derived  by  which  families  could  be  classified. 

For  obvious  reasons,  only  one  age-sex  composition  grouping  could  be  assumed 
for  each  of  the  separate  family  types,  but  even  with  this  restriction  there  was 
still  much  left  to  decide.  There  was  no  existing  cross-tabulation  showing  family 
size  by  number  of  minor  children,  let  alone  by  their  age.  And  correspondingly 
little  information  was  available  on  the  age  and  sex  of  adults  other  than  the 
family  head  and  spouse.  The  Decennial  Census  of  1960  does  include  distributions 
of  families  with  specified  numbers  of  own  children,  by  ages  of  youngest  and  oldest 
child.4  For  families  with  more  than  two  children,  ages  were  arbitrarily  assigned 
to  the  intermediate  children,  and  corresponding  food  costs  for  all  of  them  com- 
puted from  the  food  plan.  Families  with  a  given  number  of  children,  who  in  the 
original  table  were  arrayed  in  order  of  age  of  youngest  child  by  age  of  oldest 
child,  were  then  rearrayed  in  order  of  ascending  cost  of  food  for  all  their 
children. 

The  age  constellation  chosen  for  the  budget  prototype  of  families  with  a  speci- 
fied number  of  children  marked  the  two-thirds  point  in  the  distribution  of  fami- 
lies arrayed  by  the  estimated  total  food  cost  for  the  children.  Because  food 
requirements  for  children  increase  rapidly  with  advancing  age  and  the  food 
plan  cost  is  already  critically  low,  this  protection  was  deemed  necessary  to 
ensure  adequate  allowance  for  growing  youngsters.  Children  tended  to  be  older 
in  families  with  a  female  head  than  in  families  with  a  male  head,  and  the  larger 
the  family  the  younger  the  average  age  of  the  children.  The  average  costs  as 
computed  therefore  vary  accordingly. 

For  example,  the  per  capita  weekly  food  cost  for  all  family  members  combined, 
after  adjustment  for  family  size,  was  $6.00  per  person  for  a  2-person  family 
consisting  of  a  man  and  a  child ;  it  was  $4.30  for  a  6-person  family  of  a  mother 
and  five  children. 

Since  no  data  were  available  to  indicate  the  age  and  sex  of  persons  in  the 
family  other  than  the  head  and  spouse  and  own  children  under  age  18,  arbitrary 
assumptions  were  made.  Related  children  were  considered  the  same  as  own 
children  for  computing  food  costs,  but  an  additional  estimating  procedure  was 
devised  for  other  adults.  The  Decennial  Census  age  and  sex  distributions  of 
all  persons  in  families  classified  by  number  of  children  were  used  to  derive  a 
composite  that  would  be  representative  of  adult  relatives  other  than  the  head  or 
wife,  and  the  most  suitable  individual  food  costs  from  the  plan  were  weighted 
together  accordingly.5 

Generally  speaking,  in  families  with  both  a  husband  and  wife  present,  the 
"other"  adults  tended  to  be  younger  than  those  in  families  headed  by  a  woman.6 
Male  heads  tended  to  be  younger  than  female  heads  of  families  of  the  same  size, 
and  the  "extra"  adults  were  also  younger.  Nearly  half  of  all  the  persons  aged 
18  or  over  in  the  husband- wife  families  were  sons  or  daughters  aged  18-24 ;  only 
a  fifth  of  the  adults  in  the  families  with  a  female  head  were  sons  or  daughters 
in  this  age  group. 

The  family  still  headed  by  a  husband  and  wife,  if  it  shares  the  home,  is  more 
likely  to  have  a  married  child  and  his  or  her  family  living  with  them.  The 
female  head  is  more  likely  to  be  sharing  the  home  with  an  older  person — possibly 
a  parent — or  a  subfamily  consisting  of  a  daughter  and  her  children  but  no 
husband.  To  some  extent  the  data  may  reflect  the  fact  that  a  man  in  the 
house  tends  to  be  designated  as  the  head  regardless  of  age  or  relationship,  but 
in  a  mother-daughter  combination  the  mother  may  be  reported  as  the  head, 
whether  in  fact  it  is  she  who  is  living  with  the  daughter  or  the  other  way 
around. 

The  data  on  family  composition  are  summarized  in  tables  A  and  B. 


4  Bureau  of  the  Census,  U.S.  Census  of  Population:  1960 — Families,  Final  Report. 
PC(2)-4A.  1963. 

5  See  Bureau  of  the  Census,  U.S.  Census  of  Population:  1960 — Persons  by  Family  Char- 
acteristics, Final  Report.  PC  (2) -4b,  1964. 

6  In  deriving  income  standards  for  families  with  a  male  head  and  other  adults,  the  first 
adult  in  addition  to  the  head  was  considered  a  wife. 
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Income-Food  Expenditure  Relationship 

The  food  costs  computed,  the  task  of  translating  them  into  total  income  require- 
ments still  remained.  It  has  long  been  accepted  for  individuals  as  for  nations 
that  the  proportion  of  income  allocated  to  the  "necessaries,"  and  in  partciular  to 
food,  is  an  indicator  of  economic  well-being.  A  declining  percentage  has  been 
associated  with  prosperity  and  higher  income,  and  the  rising  percentage  associ- 
ated with  lower  income  has  been  taken  as  an  indicator  of  stringency. 

The  fact  that  larger  households  tend  to  spend  a  larger  share  of  their  income  for 
food  has  not  been  so  readily  recognized  as  an  indicator  of  economic  pressure  be- 
cause of  the  assumed  economy  of  scale.  Yet,  on  the  whole,  larger  families  are 
less  likely  to  have  diets  that  satisfy  the  recommended  allowances  in  essential 
nutrients.  The  dearth  of  data  on  expenditures  of  families  classified  by  both 
size  and  income  has  made  it  difficult  to  assay  the  situation,  and  the  fact  that  as 
families  increase  in  size  the  age  and  sex  distribution  of  the  members  changes 
too  further  obscures  the  picture. 

In  its  1955  study  of  household  food  consumption,  the  Department  of  Agri- 
culture found  that  the  diets  of  almost  a  fourth  of  the  2-person  households  but 
about  half  of  the  households  with  six  or  more  members  had  less  than  the  rec- 
ommended amounts  of  calcium — a  nutrient  found  mainly  in  milk  products.  Sim- 
ilarly, large  households  were  twice  as  likely  as  small  households  to  have  diets 
lacking  in  ascorbic  acid  and  two  and  a  half  times  as  likely  to  have  diets  short  in 
protein.  The  latter  situation  is  particularly  striking  because,  though  lack  of 
protein  is  far  less  common  in  this  country  than  deficiency  in  other  nutrients,  it  is 
more  telling :  Diets  too  low  in  protein  are  more  likely  than  other  diets  to  have 
deficiencies  in  other  essential  nutrients  also.7 

It  thus  appears  that  what  passes  for  "economy  of  scale"  in  the  large  familv 
may  in  part  reflect  a  lowering  of  dietary  standards  enforced  by  insufficient  funds. 
Support  for  this  thesis  may  be  gained  from  the  fact,  illustrated  later  in  this  re- 
port, that  families  with  large  numbers  of  children  do  indeed  have  lower  incomes 
than  smaller  families.  Moreover,  analysis  of  recent  consumption  data  suggests 
that  large  families,  given  the  opportunity,  prefer  to  devote  no  larger  a  share  of 
their  income  to  food  than  do  smaller  families  with  the  same  per  capita  income. 

The  Agriculture  Department  evaluated  family  food  consumption  and  dietary 
adequacy  in  a  1955  survey  week  and  reported  for  all  families  of  two  or  more — 
farm  and  nonfarm — an  expenditure  for  food  approximating  one-third  of  money 
income  after  taxes.8  Two-person  nonfarm  families  used  about  27  percent  of  their 
income  for  food,  and  families  with  three  or  more  persons  about  35  percent.  A 
later  study  made  in  1960-61  by  the  Bureau  of  Labor  Statistics  found  for  urban 
families  that  nearly  a  fourth  of  the  family's  income  (after  taxes)  went  for  food. 
There  is  less  variation  by  size  of  family  than  might  have  been  anticipated,  rang- 
ing between  22  percent  and  28  percent,  as  the  following  figures  indicate : 


Family  size 

USDA  1955,  nonfarm  > 

BLS  1960-61,  urban 

Average 
per  capita 
income 

Percent 
spent  for 
food 

Average 
per  capita 
income 

Percent 
spent  for 
food 

1  

(3) 
$1,  328 
2,  036 
1,603 
1,299 
1,067 
837 
616 

(3) 

33 
27 
31 
35 
36 
40 
46 

$2,967 
1,886 
2,  750 
2,  302 
1,854 
1,  512 
}  1,944 

23 
22 
22 
22 
24 
26 
28 

2  or  more,  total   ... 

2  

3  

4  

5  

6  

7  or  more   

1  Derived  from  U.S.  Department  of  Agriculture,  Food  Consumption  Survey,  1955,  Report  No.  1,  Decem- 
ber 1956. 

2  Derived  from  Bureau  of  Labor  Statistics,  "Consumer  Expenditures  and  Income,"  supplement  3,  pt.  A, 
to  BLS  Report  No.  237-38,  July  1964. 

3  Because  of  the  housekeeping  eligibility  requirement  for  this  study,  the  single  individuals  included  are 
not  representative  of  all  persons  living  alone. 


7  U.S.  Department  of  Agriculture.  Household  Food  Consumption  Survey,  1955,  Dietary 
Evaluation  of  Food  Used  in  Households  in  the  United  States,  Report  No.  16.  November 
1961,  and  Food  Consumption  and  Dietary  Levels  of  Households  of  Different  Size,  United 
States,  by  Region,  Report  No.  17,  January  1963. 

8  See  U.S.  Department  of  Agriculture,  Food  Consumption  and  Dietary  Levels  of  House- 
holds in  the  United  States  (ARS626),  August  1957. 
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The  data  suggest  that  the  declining  income  per  person  in  the  larger  families 
may  have  been  responsible  for  the  different  rate  of  spending  as  well  as  possibly 
more  efficient  utilization  of  food.  Indeed,  on  more  critical  examination  of  the 
complete  income-size  distributions,  it  would  appear  that,  given  the  same  per 
capita  income,  the  spending  patterns  appear  to  converge  considerably  (tables 
C  and  D).  Urban  families  in  1960-61,  for  example,  spending  on  the  average 
approximately  every  third  of  their  available  dollars  for  food,  are  estimated  to 
have  had  incomes  of  approximately  $1,000  per  person  when  there  were  two  in 
the  family,  $900  when  there  were  three,  $910  when  there  were  four,  $915  for 
five,  and  $800  for  six  or  more. 

Table  C. — Food-income  relationships  among  nonfarm  consumers:  Per  capita 
income?  per  capita  food  expenditures,2  and  portion  of  income  spent  on  food  oy 
income  class  and  size  of  consumer  unit,  nonfarm  household,  1955 


Number  of  persons  in  unit 


Money  income  (after  taxes) 

2 

3 

4 

g 

g 

7  or 
more 

Total: 

Per  capita  income 

$1, 603 

<R1  9Qfi 

qj-l,  i3U 

$1  067 

$837 

$615 

Per  capita  expenditure  for  food 

$550 

$497 

$454 

$384 

$335 

$283 

Food  as  percent  of  income 

27 

31 

35 

36 

40 

46 

Less  than  $2  000: 

Per  capita  income 

$524 

$419 

$331 

$240 

$240 

$156 

Per  capita  expenditure  for  food 

$316 

$307 

$275 

$196 

$154 

$141 

Food  as  percent  of  income. .  - 

60 

73 

83 

81 

64 

90 

$2,000  to  $2,999: 

Per  capita  Income           ...  .   

$1,  250 

$834 

$630 

$513 

$430 

$314 

Per  capita  expenditure  for  food   

$456 

$424 

$331 

$298 

$296 

$199 

Food  as  percent  of  income.  -   

36 

51 

52 

58 

69 

63 

$3,000  to  $3,999: 

Per  capita  income  _  _ 

$1,  738 

$1, 162 

$882 

$707 

$588 

$466 

Per  capita  expenditure  for  food. 

$564 

$441 

$397 

$327 

$291 

$248 

Food  as  percent  of  income. . 

32 

38 

45 

46 

49 

54 

$4,000  to  $4,999: 

Per  capita  income  

$2,  242 

$1,  496 

$1, 121 

$901 

$751 

$605 

Per  capita  expenditure  for  food 

$576 

$510 

$432 

$388 

$350 

$264 

Food  as  percent  of  income 

26 

34 

38 

43 

47 

44 

$5,000  to  $5,999: 

Per  capita  income  

$2,  719 

$1,815 

$1,363 

$1, 102 

$897 

$685 

Per  capita  expenditure  for  food.  . 

$655 

$551 

$454 

$404 

$344 

$327 

Food  as  percent  of  income  . 

24 

30 

33 

37 

38 

48 

$6,000  to  $7,999:  . 

Per  capita  income 

$3, 352 

$2, 246 

$1,  695 

$1, 351 

$1, 146 

$901 

Per  capita  expenditure  for  food  .  . 

$720 

$582 

$527 

$435 

$386 

$383 

Food  as  percent  of  income  _ 

21 

27 

31 

32 

34 

42 

$8,000  to  $9,999: 

Per  capita  income                      -           _  _ 

$4,  449 

$2,  915 
$616 

$2, 187 

$1,  777 

$1,  485 

$1, 117 

Per  capita  expenditure  for  food          -  - 

$773 

$564 

$513 

$411 

$339 

Food  as  percent  of  income . .  _ 

17 

21 

26 

29 

28 

30 

$10,000  or  more: 

Per  capita  income.   

$7, 321 

$5,  713 

$3,  854 

$3,  238 

$2,  515 

$2,  017 

Per  capita  expenditure  for  food 

$1,  047 

$901 

$714 

$643 

$597 

$398 

Food  as  percent  of  income 

19 

16 

18 

20 

24 

20 

1  Income  after  taxes. 

2  Including  alcoholic  beverages. 

Source:  Derived  from  U.S.  Department  of  Agriculture,  Household  Food  Consumption  Survey,  1955, 
"Food  Consumption  in  the  United  States"  (Report  No.  1),  December  1956. 
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Table  D. — Food-income  relationships  among  urban  consumers:  Per  capita  in- 
come,1 per  capita  food  expenditures,2  and  portion  of  income  spent  on  food,  by 
income  class  and  size  of  consumer  unit,  urban  households,  1960-61 


Number  of  persons  in  unit 


Money  income  (after  taxes) 

1 

2 

3 

4 

5 

6  or 
more 

Total: 

Per  capita  income    ___  _  _ 

$2.  967 

$2,  750 

$2,  302 

$1.  854 

$1.  512 

$1, 034 

Per  capita  expenditure  for  food   _ 

$680 

$591 

$495 

$426 

$378 

$295 

Food  as  percent  of  income  _ .   

23 

22 

22 

24 

26 

28 

Less  than  $1,000: 

Per  capita  income               ...  .... 

$755 

$333 

(3) 

(3) 

(3) 

(3) 

Per  capita  expenditure  for  food          __  .  _  _  - 

$322 

$273 

(3) 

(3) 

(3) 

(3) 

Food  as  percent  of  income 

43 

78 

(3) 

(3) 

(3) 

(3) 

$1,000  to  $1,999: 

Per  capita  income           _          -  _________ 

$1,  487 

$860 

$551 

$410 

$281 

(3) 

Per  capita  expenditure  for  food   ______ 

$468 

$323 

$212 

$156 

$125 

(3) 

Food  as  percent  of  income...  ______    _    _    _  _ 

32 

38 

38 

39 

46 

(3) 

$2,000  to  $2,999: 

Per  capita  income                             _    .    _ 

$2,  525 

$1,  265 

$868 

$651 

$550 

$373 

Per  capita  expenditure  for  food  

$648 

$385 

$269 

$258 

$209 

$171 

Food  as  percent  of  income.  ...  

28 

31 

32 

40 

39 

46 

$3,000  to  $3,999: 

Per  capita  income         _                        -  __ 

$3,  497 

$1,  786 

$1,190 

$908 

$723 

$495 

Per  capita  expenditure  for  food   _____ 

$793 

$487 

$354 

$293 

$275 

$185 

Food  as  percent  of  income                   -     __  __-_ 

23 

27 

31 

33 

38 

37 

$4,000  to  $4,999: 

Per  capita  income               ___  _ 

$4,  457 

$2,  350 

$1,  552 

$1. 175 

$915 

$678 

Per  capita  expenditure  for  food   _____ 

$942 

$544 

$401 

$332 

$291 

$235 

Food  as  percent  of  income             — ,  __ 

21 

23 

27 

29 

32 

35 

$5,000  to  $5,999: 

Per  capita  income      

$5.  425 

$2.  796 

$1,881 

$1,400 

$1. 102 

$797 

Per  capita  expenditure  for  food             _  _  

$978 

$582 

$442 

$367 

$310 

$260 

Food  as  percent  of  income             -  _   

18 

22 

24 

27 

29 

33 

$6,000  to  $7,499: 

Per  capita  income    

$6,  737 

$3,  392 

$2.  259 

$1.  695 

$1,  370 

$1,001 

Per  capita  expenditure  for  food         _  ______ 

$1,  305 

$690 

$505 

$427 

$372 

$293 

Food  as  percent  of  income.  _  _ 

19 

20 

23 

25 

27 

29 

$7,500  to  $9,999: 

Per  capita  income   ______ 

$8,  537 

$4.  262 

$2,  902 

$2, 162 

$1,  729 

$1,  260 

Per  capita  expenditure  for  food  

$1,  314 

$805 

$609 

$494 

$436 

$347 

Food  as  percent  of  income   _"_■_ 

15 

19 

22 

23 

26 

28 

$10,000  to  $14,999: 

Per  capita  income   

(3) 

$5,  880 

$3,  962 

$2,  990 

$2.  392 

$1,  636 

Per  capita  expenditure  for  food               _____  __ 

(3) 

$934 

$717 

$601 

$494 

$398 

Food  as  percent  of  income..  ...                    _  _  _ 

(3) 

17 

19 

21 

22 

24 

$15,000  or  more: 

Per  capita  income                      _     _  _  _  _  _  „ 

(3) 

$11,544 

$7,'_45 

$5,  733 

$4,  356 

$2,  867 

Per  capita  expenditure  for  food   ... 

(3) 

$1,  352 

$888 

$725 

$719 

$537 

Food  as  percent  of  income  ______ 

(3) 

12 

12 

13 

17 

19 

1  Income  after  taxes  and  other  money  receipts. 

2  Including  all  purchased  food  and  beverages  consumed  at  home  or  away  from  home. 

3  Not  shown  where  size  of  sample  under  20. 

Source:  Derived  from  Bureau  of  Labor  Statistics,  Report  No.  237-38,  "Consumer  Expenditures  and 
Incomes,"  July  1964. 
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Some  of  the  difference  in  the  results  of  the  two  studies  cited  may  be  attributed 
to  differences  in  methodology.  The  questions  employed  by  the  Bureau  of  Labor 
Statistics  to  obtain  the  data  on  annual  food  outlays  usually  have  yielded  lower 
average  expenditures  than  the  more  detailed  item-by-item  checklist  of  foods  used 
in  a  week  that  serves  as  a  questionnaire  for  the  Agriculture  Department.  More- 
over, since  the  Department  studies  are  limited  to  families  who  have  10  or  more 
meals  at  home  during  the  survey  week,  they  leave  out  some  high  food  spenders 
represented  in  the  BLS  figures.  On  the  other  hand,  the  decreases  undoubtedly 
reflect  in  part  the  general  improvement  in  real  income  achieved  by  the  Nation 
as  a  whole  in  the  6  years  elapsed  between  the  two  studies. 

For  the  present  analysis,  the  earlier  relationship  was  adopted  as  the  basis  for 
defining  poverty — that  is,  an  income  less  than  three  times  the  cost  of  the  economy 
food  plan  (or  alternatively  the  low-cost  plan) — for  families  of  three  or  more 
persons.  For  families  with  two  members  the  ratio  of  27  percent  observed  in  that 
study  was  applied  partly  because  it  is  generally  acknowledged  that  a  straight 
per  capita  income  measure  does  not  allow  for  the  relatively  larger  fixed  costs 
that  small  households  face.  Moreover,  the  more  recent  consumption  curves  them- 
selves indicate  that  the  1-  or  2-person  families,  who  as  a  group  are  less  homo- 
geneous in  composition,  seem  to  be  "out  of  line"  with  larger  families  with  respect 
to  the  spending  pattern. 

For  1-person  units,  for  whom  the  consumption  data  are  hard  to  interpret  be- 
cause of  the  heavy  representation  of  aged  individuals  not  shown  separately,  the 
income  cutoff  at  the  low-cost  level  was  taken  at  72  percent  of  the  estimated 
$2,480  for  a  couple,  following  BLS  recent  practice.9  For  the  economy  level,  the 
income  cutoff  was  assumed  at  80  percent  of  the  couple's  requirement,  on  the  pre- 
mise that  the  lower  the  income  the  more  difficult  it  would  be  for  one  person  to 
cut  expenses  such  as  housing  and  utilities  below  the  minimum  for  a  couple.10 

As  stated  earlier,  for  each  family  size  several  income  points  were  developed 
in  relation  to  the  sex  of  the  head  and  different  combinations  of  adults  and  chil- 
dren. When  weighted  together  in  accordance  with  the  distribution  of  families 
of  these  types  in  the  current  population  (table  E),  they  yield  a  set  of  assumed 
food  expenditures  and  income  that  can  be  compared  with  the  income  of  families 
of  the  same  size  who  spend  that  amount  per  person  for  food,  as  estimated  roughly 
from  the  1960-61  consumption  study. 


9  Willard  Wirtz,  statement  in  Hearings  Before  the  Ways  and  Means  Committee,  House  of 
Representatives,  Eighty-eighth  Congress,  on  Medical  Care  for  the  Aged,  November  18-22, 
1963  and  January  20-24,  1963. 

10  See  Mollie  Orshansky,  "Budget  for  an  Elderly  Couple,"  Social  Security  Bulletin,  De- 
cember 1960. 
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Table  E. — Family  size  and  number  of  children:  Percentage  distribution  of  farm 
and  nonfarm  families  by  number  of  related  children  and  sex  of  head 


[Numbers  in  thousands) 


Number  of  family- 
members 

Total 
number 

Percentage  distribution,  by  number  of  related  children  under  age  18 

Total 

None 

1 

2 

3 

4 

5 

6  or 
more 

Nonfarm,  number  of  fam- 
ilies—   — 

Units  with  male  head 

43,  714 

19,  813 

7,274 

7, 387 

4,  749 

2, 412 

1,172 

908 

1  (under  age  65)  

2  980 
l!  092 
8,227 
3,  887 
8,170 
8, 267 
5,  510 
2,  870 
2,711 

100 
100 
100 
100 
100 
100 
100 
100 
100 

100.  0 

ioo".  0 

99.2 
99.8 
35.3 
8.1 
2.3 
.7 
.2 

1  (aged  65  or  over)    . .  . 

2  (under  age  65)  - 

0.8 
.2 
63.9 
18.0 
7.3 
2.5 
.3 

2  (aged  65  or  over) 

3  

0.8 
73.6 
17.2 
7.6 
2.9 

4  ... 

0.3 
73.0 
17.7 

7.0 

5  .. 

0.2 
71.2 
13.2 

6.   .  _  . 

0.3 
42.9 

7  or  more.  - 

33.5 

F  arm ,  number,  of  families . .  - 
1  (under  age  65).. 

3,115 

1,532 

374 

445 

319 

192 

113 

137 

127 
76 
622 
377 
496 
479 
353 
244 
341 

100 
100 
100 
100 
100 
100 
100 
100 
100 

100.0 
100.0 
98.1 
100.0 
52.8 
15.2 
1.1 
1.6 
0 

1  (aged  65  or  over).  

2  (under  age  65)  

1.9 
0 
46.4 
20.1 
8.5 
1.2 
1.2 

2  (aged  65  or  over)  -  . 

3  

0.8 
64.7 
23.4 
15.2 

3.5 

0 
67.0 
24.6 

6.5 

5— —   -  _  — 

0 
57.4 
15.5 

6  .. 

0 
33.1 

7  or  more 

40.2 

XT       t                         ,  , 

Noniarm,  number  of 
families.  .  .....  

Units  with  female  head 

11, 446 

8,  715 

1,003 

720 

475 

243 

144 

145 

1  (under  age  65)  ... 

3, 718 
3, 027 
1,435 
678 
1,  097 
673 
385 
198 
236 

100 
100 
100 
100 
100 
100 
100 
100 
100 

100.0 
100.0 
60.4 
94.6 
34.2 
10.1 
5.2 

2  (under  age  65).  .  . 

39.6 
5.4 
23.3 
18.1 
5.2 

2  (aged  65  or  over)  

42.5 
23.0 
20.2 
8.1 
2.1 

48.8 
23.4 
21.7 
5.9 

46.0 
16.2 
14.0 

6    .  . 

54.0 
16.1 

7  or  more  _.  ..  

61.9 

"Farm   niTmV^PT'  nf  tVityiiIipq 

±  dl4.ll,  1H 1 1 1 1  UC1  Ul  lal  1 1  lllco  

1  (under  age  65)... 

344 

241 

31 

27 

10 

15 

1 

19 

81 
82 
15 
46 
46 
16 
20 
12 
26 

100 
100 
100 
100 
100 
100 
100 
100 
100 

100.0 
100.0 
66.7 
84.8 
50.0 
31.2 
0 
0 

8.0 

1  (aged  65  or  over)  

2  (under  age  65)  

33.3 
15.2 
23.9 
12.5 
30.0 

0 

0 

2  (aged  65  or  over)  

3  

26.1 
56.3 
20.0 
15.4 
0 

4  

0 

25.0 
38.5 
0 

5  

25.0 
46.1 
16.0 

6  

0 

4.0 

7  or  more    

72.0 

Source:  Derived  from  tabulations  of  the  Current  Population  Survey,  March  1964,  by  the  Bureau  of  the 
Census  for  the  Social  Security  Administration. 
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Family  size 

SSA  poverty  index- 
economy  level  (nonfarm) 

BLS  1960-61 

avciogc  \L11  L/C* u. ) 

estimated  income 
corresponding  to 
economy  food 
expenditure 

Per  capita 
food  expense 

Income 

(2) 

$240 
270 
260 
245 
230 
210 

$1,540 
1,990 
2,440 
3,130 
3,685 
4,135 
5,090 

(*) 

$1,560 
2,475 
3, 120 
3,600 
4, 020 

(») 

2 

3   

4    

5    

6  

7  or  more     

1  Derived  from  BLS  Report  237-38,  July  1964. 

2  Not  estimated. 


It  may  be  mentioned  that  the  low-cost  food  plan  criterion,  derived  corre- 
spondingly, can  be  taken  as  a  rough  measure  of  the  results  that  would  obtain 
if  the  income-food  ratios  in  the  BLS  study  were  accepted  as  the  guideline  and 
applied  to  the  lower  food  standard.  Inasmuch  as  the  economy  plan  for  many 
families  requires  roughly  three-fourths  as  much  to  buy  as  does  the  low-cost 
plan,  multiplying  by  three  the  purchase  requirement  in  the  low-cost  food  plan 
yields  approximately  the  same  income  point  as  multiplying  the  economy-plan 
cost  by  four. 

The  Farm-Nonfarm  Relationship 

The  food-plan  quantities  are  priced  only  for  nonfarm  families.  In  setting  the 
poverty  line  for  farm  families  it  was  necessary  to  determine  for  them  how  much 
on  an  average  would  be  purchased  and  how  much  homegrown.  In  the  absence 
of  information  to  the  contrary,  the  food-income  relationship  was  given  the  same 
significance  for  farm  as  for  nonfarm  families  in  connoting  income  adequacy. 
Indeed,  in  1955  farm  families  spent  a  third  of  net  money  income  for  purchased 
food — the  same  as  other  families — but  their  purchases  represented  only  60  per- 
cent of  the  retail  value  of  all  food  they  used.  With  no  more  recent  information 
on  the  level  of  home  production — an  important  cost  element  for  the  farm  house- 
hold— it  was  assumed  that  the  average  farm  family  in  1963  would  still  obtain 
40  percent  of  its  food  requirement  from  the  home  farm,  and  therefore  the  poverty 
line  was  set  at  60  percent  that  for  a  nonfarm  family. 

Home  production  obviously  had  declined  since  1955,  but  the  magnitude  of  the 
change  was  not  yet  known.  It  was  recognized  also  that  the  manner  in  which 
the  Bureau  of  the  Census  obtains  its  income  data  tends  to  understate  farm 
income  and  therefore  to  overstate  poverty  to  a  greater  degree  for  farm  families 
than  for  nonfarm  families.  The  farm  family,  asked  for  a  quick  estimate  of  its 
income  (including  operating  expenses),  is  likely  to  assign  all  utilities,  trans- 
portation, and  shelter  costs  to  the  farm  side  of  the  account  rather  than  prorate  a 
share  as  the  cost  of  family  living.    In  approximating  farm-nonfarm  equivalence 
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on  the  ha'sis  of  Census  income  distributions — which  must  provide  the  basis  for 
the  poverty  index — one  may  therefore  postulate  a  lower  ratio  of  farm  to  nonfarm 
money  income  than  would  apply  if  the  income  data  were  obtained  by  methods 
similar  to  those  of  the  Department  of  Agriculture  household  expenditure  studies. 

Advance  information  now  suggests  that  by  1961  home  food  production  had 
dropped  to  no  more  than  31  percent  the  total  value  of  food  used  by  farm  families. 
It  would  seem  more  appropriate,  then,  to  peg  the  income  required  by  a  farm 
family  at  the  poverty  line  at  about  70  percent  of  the  equivalent  nonfarm  figure 
rather  than  the  60  percent  used  before.  A  reclassification  of  farm  families  by 
the  higher  relative  standard  indicates  that  for  the  year  1963  the  incidence  of 
poverty  among  farm  households  increases  by  about  733,000  persons  if  the  higher 
income  cutoff  point  is  used. 

[Numbers  in  millions] 


Item 

Farm  population  counted  poor 
in  1963 

By  60-percent 
criterion 

By  70-percent 
criterion 

Total  number  of  persons 

3.23 

3.  96 

Unrelated  individuals.-.     __         __              _  __' . 

.15 
3.08 

.  17 
3.  79 

Family  members.-  _______ 

Adults                                            -  .     

1.  59 
1.49 

1.97 
1.82 

Children  under  age  18  -             .  __-■■_ 

Family  units,  number       _ 

.  .73 

.38 
.23 

.88 

.46 
.28 

Poverty  rate  (percent)  : 

Unrelated  individuals.  .  -                              -  ________•____ 

Family  units  _______________ 

The  total  number  of  persons  in  poverty  in  1963  accordingly  rises  to  35.3  mil- 
lion— 15.3  million  of  them  children.  All  data  in  the  present  article,  as  in  the 
earlier  report,  are  based  on  the  original  definition  showing  34.6  million  poor,  of 
whom  15  million  are  children.  Analysis  for  1964,  now  in  process,  will  incorporate 
the  later  definition — that  is,  a  family  on  a  farm  will  be  assumed  to  need  70  percent 
as  much  income  as  a  family  in  a  city. 

The  reduction  in  the  farm-furnished-food  assumption  raises  from  1  in  11  to  1 
in  9  the  proportion  of  the  poor  who  live  on  a  farm.  More  than  40  percent  of  all 
households  called  poor  in  1963  were  rural  (that  is,  farm  and  rural  nonfarm 
combined ) . 

Among  farm  families  studied  in  1961,  average  expenditure  for  food  represented 
20  percent  of  money  income.  Families  with  $l,000-$2,000  averaged  35  percent, 
and  those  in  the  next  higher  income  cla,ss  28  percent.  Food  purchases  by  families 
spending  33  percent  of  income  were  estimated  by  interpolation  at  $3.62  per  person 
per  week,  with  $3.13  going  for  food  at  home.  This  figure  represents  69  percent 
of  the  amount  spent  by  the  nonfarm  families  devoting  the  same  proportion  of 
income  to  food. 


440 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


For  farm  families  spending  this  way,  the  average  family  size  was  the  same 
as  for  the  parallel  nonfarm  families  (3.1),  and  family  income  averaged  $1,838, 
or  71  percent  that  of  the  nonfarm  families. 

How  Adequate  is  the  Standard 

The  measure  of  poverty  thus  developed  is  arbitrary.  Few  could  call  it  too  high. 
Many  might  find  it  too  low.  Assuming  the  homemaker  is  a  good  manager  and  has 
the  time  and  skill  to  shop  wisely,  she  must  prepajre  nutritious,  palatable  meals 
on  a  budget  that  for  herself,  a  husband,  and  two  young  children — an  average 
family — would  come  to  about  70  cents  a  day  per  person. 

For  a  meal  all  four  of  them  ate  together,  she  could  spend  on  the  average  only 
95  cents,  and  to  stay  within  her  budget  she  must  allow  no  more  a  day  than  a  pound 
of  meat,  poultry,  or  fish  altogether,  barely  enough  for  one  small  serving  for  each 
family  member  at  one  of  the  three  meals.  Eggs  could  fill  out  her  family  fare  only 
to  a  limited  degree  because  the  plan  allows  less  than  2  dozen  a  week  for  all  uses 
in  cooking  and  at  the  table,  not  even  one  to  a  person  a  day.  And  any  food  extra,s, 
such  as  milk  at  school  for  the  children,  or  the  coffee  her  husband  might  buy  to 
supplement  the  lunch  he  carries  to  work,  have  to  come  out  of  the  same  food 
money  or  compete  with  the  limited  funds  available  for  rent,  clothing,  medical  care, 
and  all  other  expenses.  Studies  indicate  that,  on  the  average,  family  members 
eating  a  meal  away  from  home  spend  twice  as  much  as  the  homemaker  would 
spend  for  preparing  one  for  them  at  home.  The  20-25  cents  allowed  for  a  meal 
at  home  in  the  economy  plan  would  not  buy  much  even  in  the  way  of  yuppie- 
mentation. 

There  is  some  evidence  that  families  with  very  low  income,  particularly  large 
families,  cut  their  food  bills  below  the  economy  plan  level — a  level  at  which  a 
nutritionally  good  diet,  though  possible,  is  hard  to  achieve.  Indeed,  a  study  of 
beneficiaries  of  old-age,  survivors,  and  disability  insurance — limited  to  1-  or  2-per- 
son  families — found  that  only  about  10  percent  of  those  spending  less  than  the 
low-cost  plan  (priced  about  a  third  higher  than  the  economy  plan)  had  meals 
furnishing  the  full  recommended  amounts  of  essential  nutrients.  Not  more  than 
40  percent  had  even  as  much  as  two-thirds  the  amounts  recommended.  Only  when 
food  expenditures  were  as  high  as  those  in  the  low-cost  plan,  or  better,  did  90 
percent  of  the  diets  include  two-thirds  of  the  recommended  allowances  of  the 
nutrients,  and  60  percent  meet  them  in  full.u  Few  housewives  with  greater 
resources — income  and  other — than  most  poor  families  have  at  their  disposal 
could  do  better.  Many  might  not  do  as  well. 

The  types  and  quantities  of  various  foods  that  could  be  obtained,  with  careful 
shopping,  by  families  living  at  the  poverty  level,  were  described  in  a  March 
1965  release  by  the  Department  of  Agriculture,  reproduced  below. 


11  U.S.  Department  of  Agriculture,  Food  Consumption  and  Dietary  Levels  of  Older  House- 
holds in  Rochester,  New  York,  by  C.  LeBovit  and  D.  A.  Baker  (Home  Economics  Research 
Report  No.  25),  1964. 
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U.S.  Department  of  Agriculture,  Agricultural  Research  Service,  Consumer  and 
Food  Economics  Research  Division,  Federal  Center  Building,  Hyattsville,  Md. 


Sample  Mentis  and  Food  List  for  1  Week  Based  on  USDA  Economy  Family 

Food  Plan 

The  menus  on  page  2  show  the  types  of  meals  that  families  using  the  Economy 
Plan  might  prepare.  The  limited  quantities  of  meats,  eggs,  fruits,  and  vegetables 
in  the  plan  are  used  in  small-to-average  size  servings  to  allow  considerable  variety 
in  meals.  Large  servings  of  breads  and  cereals,  potatoes,  and  dry  beans  are 
provided  for. 

The  foods  needed  for  preparing  these  meals  for  a  4-person  family  are  shown 
on  page  3.  These  foods  could  be  purchased  for  about  $20  in  Washington,  D.C., 
in  the  winter  of  1965.  The  average  costs  of  foods  in  the  Economy  Plan  for  the 
U.S.  for  men  and  women  and  boys  and  girls  of  different  ages  are  estimated  and 
published  annually  in  the  March  issue  of  Family  Economics  Review.  From 
these  estimates,  the  approximate  cost  of  meals,  such  as  these  shown,  .based  on  the 
Economy  Plan  can  be  determined  for  any  family. 

The  Economy  Food  Plan  is  the  least  expensive  of  the  USDA's  five  food  plans. 
It  is  essentially  for  emergency  use.  Studies  show  that  very  few  families  spend- 
ing at  the  level  of  the  Economy  Plan  select  foods  that  provide  nutritionally  ade- 
quate diets.  Many  welfare  agencies  base  their  food  cost  standards  on  the  USDA 
Low-Cost  Food  Plan  which  costs  about  30  percent  more  than  the  Economy  PLafn. 

Economical  menus  for  1  week 


Day 


Morning 


Noon 


Evening 


Sunday  

Monday  

Tuesday.. . 
Wednesday 

Thursday- 
Friday  

Saturday. . 


Orange  slices,  french 
toast,  sirup,  milk  for 
children. 


Orange  slices,  oatmeal, 
milk,  toast,  margarine. 


Peaches,  ready-to-eat 
cereal,  milk,  cinnamon 
toast. 

Applesauce,  Oatmeal, 
milk,  toasted  biscuits, 
margarine,  jelly. 


Orange  juice,  ready-to-eat 
cereal,  milk,  cinnamon 
toast. 


Orange  juice,  oatmeal, 
milk,  toast,  jelly. 


Orange  juice,  poached 
eggs,  bacon,  toast,  jelly. 


Stewed  chicken,1  mashed 
potatoes,  green  beans, 
molded  fruit  salad, 
bread,  margarine,  spice 
cake,  milk  for  children. 

Peanut  butter  and  jelly 
sandwiches,  raw  carrots, 
spice  cake,  milk. 

Egg-salad  sandwiches, 
graham  crackers,  milk. 


Frankfurters  on  buns, 
potato  salad,  lemonade. 


Bean  and  frankfurter 

crackers,  celery, 


soup, 
milk. 


Cheese-carrot  sandwich,1 
potato  salad,  graham 
crackers,  milk. 

Potato  and  onion  soup, 
crackers,  peanut  butter, 
apple  pie,  milk. 


Potato  cakes,  molded  fruit 
salad,  bread  margarine, 
spice  cake,  cocoa. 


Chicken  al  a  king,'  rice, 
vegetable  salad,  bread,  mar- 
garine, peaches,  milk  for 
children. 

Baked  chili  beans  and  ham- 
burger,1 baked  potatoes, 
biscuits,  applesauce,  milk 
for  children. 

Scrambled  eggs  with  luncheon 
meat,1  spinach,  hash- 
browned  potatoes,  bread, 
margarine,  peanut  butter 
cookies,  milk. 

Fried  liver  and  onions,  creamed 

Sotatoes,  steamed  cabbage, 
read,  margarine,  peanut 
butter  cookies,  milk  for 
children. 
Fried  fish  fillet,1  baked  potato, 
cole  slaw,  cornbread,  mar- 
garine, apple  pie,  milk  for 
children. 
Macaroni  and  cheese,1  kale, 
carrot-celery  salad,  bread, 
jelly,  graham  crackers,  milk 
for  children. 


1  Recipes  from  "Money  Saving  Main  Dishes,"  Home  and  Garden  Bulletin  No.  43. 

Note.— It  is  assumed  that  adults  drink  coffee  or  tea  at  the  morning  and  evening  meals.  When  milk  is 
specified  as  a  beverage,  %  cup  is  allowed  for  adults  and  children  under  9  years  and  1  cup  is  allowed  for  boys 
and  girls  9  to  20  years;  ^  of  the  milk  used  is  nonfat  dry  milk  reconstituted. 
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Food  list  for  family  of  4 1  using  economical  menus  for  1  week 


Milk,  cheese: 

7  quarts  whole  fluid  milk 
iy2  pounds  nonfat  dry  milk 

1  12-ounce  carton  cottage  cheese 
%  pound  Cheddar  cheese 
Meat,  poultry,  fish : 

Y2  pound  ground  beef 
1  pound  frankfurters 
V2  pound  luncheon  meat 
1  pound  beef  liver 
Y2  pound  bacon 

3  pounds  ready-to-cook  chicken 

1  pound  fish  fillet 
Eggs  :  2  dozen  eggs 
Dry  beans,  peas,  nuts : 

y2  pound  dried  kidney  beans 

y2  pound  dried  navy  beans 

1  pound  peanut  butter 
Flour,  cereals,  baked  goods : 

2  pounds  all-purpose  flour 
1  pound  spice  cake  mix 

1  12-ounce  package  ready-to-eat 
cereal 

1  pound  rolled  oats 
%  pound  cornmeal 
y^  pound  macaroni 
y2  pound  rice 

6  1-pound  or  4  iy2 -pound  loaves 
enriched  white  bread 

2  1-pound  loaves  whole-wheat 
bread 

1  1-pound  loaf  cracked-wheat 
bread 

8  frankfurter  rolls 
1  pound  crackers 

1  pound  graham  crackers 


Citrus  fruits,  tomatoes: 
2  pounds  oranges 
1  46-ounce  can  orange  juice 
1  No.  303  can  tomatoes 

Dark-green,  deep-yellow  vegetables : 

1  pound  kale 

1% -pound  spinach 

lyi  pound  carrots 
Potatoes :  12  pounds  white  potatoes 
Other  vegetables  and  f  riuts  : 

2  pounds  cabbage 
1  bunch  celery 

1  head  lettuce 
1  pound  onions 
1  green  pepper 

1  No.  303  can  green  beans 

2  pounds  apples 

1  No.  iy2  can  applesauce 

1  No.  303  can  fruit  cocktail 

1  No.  2y2  can  peaches 
Fats  and  oils: 

1  pound  margarine 

1%  pounds  shortening 

y8  pint  salad  dressing 
Sugars,  sweets: 

iy2  pounds  granulated  sugar 
pound  brown  sugar 

y2  pint  jelly 

6  fluid  ounces  sirup 

1  3-ounce  package  flavored  gelatin 
Miscellaneous : 2 

1  6-ounce  can  frozen  concentrated 
lemonade 

%  pound  coffee 

8  tea  bags 


1  Father,  33  years  ;  mother,  33  years  ;  boy,  11  years  ;  girl,  8  years. 

2  Sufficient  money  is  allowed  in  the  estimated1  cost  of  the  Economy  Plan  to  buy  necessary 
accessories  such  as  vinegar,  baking  powder,  and  spices. 

Mr.  Cohen.  I  only  say  that,  whatever  poverty  is,  we  have  tried  to 
define  it  and  we  publish  each  year  what  the  actual  arithmetic  values 
of  those  are  in  relation  to  that  standard. 

It  is,  however,  based  largely  upon  the  Department  of  Agriculture's 
food  budget  and  thus  in  a  sense  is  derived  from  the  same  fundamental 
principle  that  you  are  talking  about;  namely,  the  diet  including  the 
caloric  intake,  that  is  necessary  to  sustain  individuals  at  a  given  level 
of  efficiency. 

There  are  at  least  two  standards.  There  is  one  that  is  called  the 
poverty  level  and  one  that  we  call  the  low-income  level.  They  have 
to  be  distinguished.  The  poverty  level  food  budget  is  the  lowest 
that  would  provide  all  essential  nutrients  with  foods  readily  pur- 
chaseable  in  the  U.S.  market.  The  Department  of  Agriculture  char- 
acterizes this  as  an  economy  food  plan  for  "temporary  or  emergency 
use."  It  would  take  a  skillful  shopper  and  housekeeper  to  provide  a 
fully  adequate  diet  for  her  family  with  this  budget.    The  slightly 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


443 


higher  low-cost  food  plan  allows  a  little  more  leeway  and  a  little  more 
choice  and  variety  of  foods.  Of  course,  both  budgets  are  above  an 
absolute  subsistence  level  if  you  mean  by  subsistence  in  just  maintain- 
ing the  human  body  at  a  level  of  where  it  can  walk  or  

Mr.  Curtis.  Sure,  and  first  let's  get  that  out  because  we  have  that 
real  problem  in  the  world  today,  just  that  very  point,  people  starve 
and  you  can  have  a  semistarvation  where  they  won't  actually  die 
the  first  year  but  continued  they  will  die.  But  that  is  a  different 
figure  than  what  the  Department  of  Agriculture  is  talking  about. 
Thank  goodness  what  we  are  talking  about  is  better  diets  in  the 
United  States,  not  starvation. 

When  President  Kennedy  said  that  millions  of  people  were  going 
to  bed  hungry  every  night  he  was  relating  it  really  to  a  dietary  fig- 
ure, not  that  people  in  the  United  States  were  in  subsistence  poverty. 
One  of  the  big  developments  in  our  society  resulting  from  advanced 
income  is  our  people  shifting  their  diets  from  carbohydrates  to  pro- 
tein. This  is  fine  and  even  these  so-called  poverty  groups  as  you 
all  define  them  have  a  pretty  good  protein  diet. 

I  am  most  happy  to  get  our  discussion  into  the  area  of  what  is 
better  termed  relative  poverty.  To  do  this  we  must  first  understand 
this  very  serious  world  problem  of  poverty,  subsistence  poverty. 

Now,  Dr.  Kose  Friedman  wrote  a  little  booklet  that  I  read  a  couple 
of  years  ago  where  she  attempted  to  trace  the  development  of  the 
term  "subsistence  poverty."  In  fact  to  a  large  degree  what  I  am  say- 
ing here  comes  from  the  points  she  has  made.  But  let  me  say  this. 
I  have  exposed,  for  my  own  benefit,  that  little  volume  to  other  schol- 
ars and  I  know  no  one  who  contests  the  accuracy  of  her  historical 
discussion  or  the  actual  application  of  these  definitions  of  poverty 
today.  That  is  why  I  was  hoping  to  get  from  HEW,  a  confirmation 
that  there  is  in  the  United  Nations  a  term  "poverty"  which  is  sub- 
sistence poverty  which  relates  to  caloric  intake  per  year,  which  hasn't 
anything  to  do  with  our  Department  of  Agriculture's  theory  or  Social 
Security's  concept  of  relative  poverty  in  the  United  States. 

Mr.  Cohen.  I  am  not  sufficiently  aware  of  what  is  in  or  out  of  the 
U.N.'s  definition  to  say  just  how  it  compares  with  ours.  I  would  like 
to  provide  this  for  the  record. 

(The  following  information  was  received  by  the  committee :) 

The  United  Nations  has  undertaken  a  number  of  studies  of  standards  and  lev- 
els of  living.  In  general  these  have  been  concerned  with  methods  of  measuring 
the  relative  levels  of  living  among  countries  and  the  changes  in  levels  of  living 
over  time.  For  both  purposes  emphasis  has  been  placed  on  measures  that  are 
meaningful  in  developing  countries,  with  full  recognition  that  the  situation  in 
developed  countries  calls  for  a  different  approach. 

The  specific  level  of  living  index  to  which  the  question  refers  is  perhaps  the 
paper  by  Jan  Drenowski  recently  published  by  the  United  Nations  Research  In- 
stitute for  Social  Development  (Report  No.  4,  Geneva,  September  1966).  This 
paper  attempts  to  find  a  single  numerical  value  which  can  be  used  to  summarize 
the  general  or  average  level  of  living  of  a  country.  It  does  not  attempt  to  define 
a  minimum  poverty  level,  but  rather  "the  level  of  living  of  the  bulk  of  the  popu- 
lation." For  this  purpose  the  paper  suggests  that  the  upper  2  percent  of  the 
population  should  be  disregarded,  since  in  developing  countries  this  is  about  the 
proportion  of  the  population  that  enjoys  a  distinctly  higher  level  of  living.  For 
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the  various  components  of  the  level  of  living— food,  housing,  clothing,  medical 
care,  etc.— the  UN  study  then  develops  scales  of  adequancy  ranging  from  0  (the 
minimum  for  survival)  to  100  (fairly  complete  satisfaction  of  the  need).  The  0 
point  for  medical  care,  for  example,  is  literally  no  medical  services.  For  food 
consumption,  the  0  or  bare  survival  level  was  suggested  as  1600  calories  per  day 
with  2  percent  of  the  calories  in  the  form  of  animal  protein  and  4  percent  in  the 
form  of  fat.  This  is  not  a  level  that  would  be  regarded  as  desirable  even  for 
the  most  undeveloped  of  countries.  It  has  essentially  no  relevance  at  all  to  any 
of  the  western  industralized  countries.  While  the  UN  would  measure  average 
or  per  capita  food  consumption  (and  other  items)  for  a  country  and  thus  rank 
countries  by  their  general  level  of  living,  it  does  not  attempt  to  indicate  what  is 
a  satisfactory  level. 

Mr.  Cohen.  I  do  know,  though,  that  ever  since  the  surveys  and 
studies  of  Mr.  B.  Seebohm  Rowntree  in  England  in  the  1890's,  there  has 
been  very  substantial  debate  over  the  elements  to  be  included  and  ex- 
cluded in  a  definition  of  poverty. 

Mr.  Curtis.  Oh,  yes. 

Mr.  Cohen.  And  I  think  quite  frankly  that  the  problem  of  defin- 
ing poverty  is  going  to  be  with  us  always  because  the  question  of 
whether  you  have  an  absolute  or  a  relative  definition  of  poverty  is  one 
that  people  will  differ  on. 

Mr.  Curtis.  But  Rose  Friedman  in  her  book  points  out  that  actual- 
ly around  1780  they  started  developing  the  concept,  in  more  or  less 
medical  terms,  of  subsistence  poverty.  Sure,  they  continue  to  argue 
about  it,  but  there  is  no  question  that  what  they  are  talking  about  is 
something  actually  physical  in  relation  to  the  human  being. 

As  I  pointed  out,  I  don't  think  there  is  such  a  thing  as  subsistence 
poverty,  thank  God,  in  the  United  States  any  more.  There  used  to  be 
up  until  a  few  decades  ago.  But  it  is  important  if  this  is  true  to  let 
it  be  known.  Then  let  people  understand  that  what  we  are  talking 
about  is  a  new  concept,  a  new  term  of  art,  that  describes  serious  social 
problems  and  so  forth,  but  isn't  relating  really  at  all  to  the  problem 
that  exists  in  the  United  Nations  and  around  the  world,  in  India,  and 
many  other  places,  on  caloric  intake. 

Mr.  Cohen.  I  would  have  to  say  from  what  I  read  previously  that 
there  is  a  problem  of  subsistence  poverty  in  the  United  States  even  in 
terms  of  caloric  intake  if  you  look  at  the  fact  that  there  are  individuals 
who  have  incomes  below  the  poverty  level  and  who  do  not  have  good 
nutrition. 

Mr.  Curtis.  Yes.  Here  is  the  thing.  I  daresay  and  in  fact,  we 
all  read  occasionally  of  a  recluse  who  is  found  in  a  starved  condition. 
There  are  those  exceptions,  but  those  are  not  because  there  aren't  pro- 
grams in  our  society  to  take  care  of  them,  but  because  people  have  been 
unaware,  their  neighbors  or  relatives  or  someone  else,  of  their  situation. 

We  are  directing  our  attention  to  the  fact  that  there  are  programs 
in  our  society  that  in  effect  eliminate  subsistence  poverty,  and  I  think 
that  is  so  and  our  arguments  are  really  how  do  we  improve  the  pro- 
grams that  relate  to  relative  poverty. 

How  can  we  take  the  low-income  groups  that  you  might  choose  to 
put  in,  and  probably  I  would  agree  with  you,  the  category  of  relative 
poverty.  How  do  we  improve  their  diet,  their  diet  balances,  and 
things  like  that.    That  relates  to  the  human  physiology  of  course,  but 
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again  it  is  an  entirely  different  problem  than  starvation  which  is  a 
real  world  problem  today  and  certainly  has  been  a  historical  problem 
even  in  the  United  States. 

Holwever,  there  has  been  I  am  afraid  a  great  deal  of — I  want  to 
choose  my  words  carefully — I  was  going  to  say  demagoguery.  Let  me 
put  it  this  way:  Public  misunderstanding  when  we  use  the  term 
"poverty"  in  the  United  States  because  it  does  convey  the  overtones  of 
subsistence  poverty  in  our  people's  thinking.  But  we  can  leave  this 
here  for  your  further  development  if  you  care  to. 

However,  I  would  hope  we  could,  in  this  committee  hearing,  develop 
some  more  realistic  term  of  what  we  are  talking  about.  If  you  ex- 
clude the  idea  that  I  have  suggested  of  the  very  basic  distinction  be- 
tween the  two,  words  or  phrases  at  least  let's  get  this  dialog  moved 
forward  so  we  know  what  we  are  talking  about  in  India  in  reference 
to  the  United  States. 

Mr.  Ball.  Mr.  Curtis,  I  only  want  to  comment  very  briefly  on  your 
general  point. 

The  Social  Security  Administration,  2  or  3  years  ago  was  also 
greatly  concerned  about  the  lack  of  preciseness  in  the  definitions  and 
in  the  statistics  that  related  to  this  poverty  problem.  I  wouldn't  pre- 
tend for  a  minute  that  we  think  we  have  the  final  answer,  but  I  want 
you  to  know  that  a  great  deal  of  highly  intelligent  effort  on  the  part 
of  some  of  our  very  capable  staff  people  has  gone  in  the  last  couple 
of  years  into  this  definition  of  poverty  and  into  the  analysis. 

Mr.  Curtis.  Good,  Mr.  Ball.  Now  give  us  the  working  papers. 
Give  us  the  working  papers. 

Mr.  Ball.  That  is  exactly  what  I  would  like  to  put  in  the  record — 
material  that  Miss  Molly  Orshansky  has  developed,  particularly  as  it 
relates  to  the  aged,  perhaps,  but  she  has  gone  much  further.  The  basic 
definitions  of  the  level  of  poverty  we  are  talking  about  are  largely  food 
related,  but  it  is  certainly  true  that  the  level  that  the  United  States 
takes  into  account  is  somewhat  more  than  the  bare  amount  that  would 
keep  a  person  just  alive. 

(The  information  referred  to  appears  on  p.  425.) 

Mr.  Curtis.  Hopefully — this  is  one  of  the  things  about  our  Great 
Society,  if  we  can  keep  it. 

Mr.  Herlong  (presiding).  If  there  are  no  further  question  then  the 
committee  will  stand  adjourned  until  10  o'clock  Monday  when  we  will 
hear  public  witnesses. 

(Whereupon,  at  12 :43  p.m.,  the  committee  adjourned,  to  reconvene 
at  10  a.m.,  Monday,  March  6, 1967.) 
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